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TUESDAY, MAY 26, 1959 


HovusE or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP 
CoNFERENCES, OF THE COMMITTEE ON 
MercHaNnt Marine AND FISHERIES, 
Chicago, Ill. 

The subcommittee met at 10 a.m., pursuant to recess in room 600, 
U.S. Courthouse, 219 South Clark Street, Chicago, Il., Hon. Herbert 
C. Bonner (chairman) presiding. 

Present: Representatives Konner, Garmatz, Downing, Casey, 
Johnson, and Glenn. 

Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel. 

The Cuarrman. The committee will come to order. 

This is a continuation of the field hearings which have been held 
by this special subcommittee in trying to arrive at a solution to the 
problems confronting us, 

We felt that we should of necessity hold hearings here in Chicago 
due to its importance as the industrial hub of the Midwest, and cer- 
tainly with the opening of the St. Lawrence Seaway, it will now take 
its place as one of the major ports of the world. 

It is our belief that each section of our great Nation has problems 
which are unique to that area as it concerns the import and export 
business and the reliance of these businesses on our great American 
merchant marine. 

I would like in the beginning to thank the witnesses who will ap- 
pear before us for giving of their time and their experience in helping 
our committee to bring out legislation that will prove advantageous 
to our Nation and to the many people on whom its welfare is de- 
pendent. 

The first witness this morning will be—is Mr. W. W. Spangler here 
present ? 

The next witness is Mr. J. G. Roldan. 

Will you come up, please, sir? 


STATEMENT OF JOSEPH G. ROLDAN, GENERAL MANAGER, ROLDAN 
EXPORT INTERNATIONAL, AND PRESIDENT, ROLDAN PRODUCTS 
CORP., ST. LOUIS, MO. 


The Coarrman. You may proceed, sir. 

Mr. Rotpan. Thank you. 

Mr. Chairman and members of the committee, thank you for the 
opportunity to appear before this special subcommittee. You prob- 
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ably know that it is not always popular to take a definite stand on a 
controversial subject such as that being discussed here today, but I 
am doing so because I feel without reser vations that the legalization of 
the exclusive patronage contract system, with or without a dual rate 
application, would prove most harmful to the foreign commerce of 
the United States of America. 

I am not qualified to speak on the legal aspects of such contracts, 
nor do I speak as a service organization which is directly depending 
upon the physical movement of goods in foreign trade. Rather, I 
speak as an independent export merchant who is directly responsible 
for the development and creation of at least a small portion of the 
export trade of this country. Organized as export merchants, we act 
in the capacity as the export department for a group of local manu- 
facturers for the foreign sale and distribution of their products. Our 
responsibility to them, as well as our own livelihood, is dependent 
upon the free flow of goods in international commerce. Past experi- 
ence as well as interpretation of present trends in international trade 
convinces us that legal adoption of the exclusive patronage contract 
system would be detrimental to the best interests of all concerned. 

It is very important that this country be able to export its agricul- 
tural products, raw materials, and bulk products, as well as to import 
those that are necessary for our great economy. However, many peo- 
ple do not realize that it is even more important that our manufac- 
tured products be exported. The capacities of our factories are now 
greater than the demand of the domestic market, and if our great 
labor force of skilled workers is to be maintained at a prosperous level 
then substantial portions of those manufactured goods must find their 
way into other world markets. The point that I would like to make 
here is, not only do these manufactured goods generally pay the high- 
est level of ocean rates but we are also the industry with the greatest 
handicap inasmuch as we have no direct or indirect subsidies to help 
us. I do not feel that the various steamship conferences have made 
a realistic study of the needs for reasonable ocean freight rates on 
manufactured goods. 

To my knowledge there has been no effort made to prepare a uniform 
commodity rate tariff. Both of our companies are signers with most 
of the ocean freight conferences, and I can tell you that in very few 
instances do our various manufactured products move under the same 
classification or description in the different conferences. In spite of 
the fact that we hold signed contracts with them we are never con- 
sulted if the rate on one of our commodities is to be changed, or the 
commodity classification itself completely deleted from the tariff. 
We may ship one product to a given country at a reasonable rate. 
However, to a neighboring country we may ship that same product 
at a rate that may be more than double. 

Also, we have been told by some of our customers that they can buy 
a similar product from Western Europe not only cheaper f.0.b. fac- 
tory, but at a lower cost. of transportation. I understand that even 
some of the American-flag lines participating in the various confer- 
ences are carrying such goods from Western European ports to the 
same destinations being reached from American ports, but that their 
rates applicable from Western Europe are substantially lower than 
are their rates when applied from American ports. This would indi- 
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sate to me that either the rates charged from American ports are un- 
reasonable, or else the subsidy they may receive is being used to benefit 
the foreign manufacturers rather than the American taxpayers who 
sponsor it. Therefore, if any segment of the steamship industry has 
not already realized this factor it would be equally bad for them to 
live in the false security of a nonprogressive and noncompetitive 
atmosphere. Numerous times we have applied to various conferences 
for relief on the rate charged for a particular commodity. In one such 
case, we were turned down because there was only one conference mem- 
ber actively serving this market from the particular port we were 
using and they probably figured that they would get the business 
regardless. We had merely “requested that they carry household gas 
ranges at the same ocean rate that they were already charging for 
similar type kerosene, oil, and electric ranges. 

After they turned us down, we approached another line in the same 
trade, not members of this particular conference, but the a 
representing them does participate in other trade conferences. Neec 
less to say, they immediately approved our request and only after 
having done so did the conference then notify us that they were also 
approving our original application. 

In another instance, we solicited a commodity rate on a manufac- 
tured steel item to Venezuela. Since the tariff did not contain a spe- 
cific commodity classification it was necessary for us to pay the general 
cargo rate. 

Upon presentation to the chairman of the conference, we were ap- 
proached by several of the steamship companies seeking information 
about the movement of the goods, through their local representatives. 
One line who did not serve Venezuela from the port that we normallv 
used, did not hesitate to intimate that unless we promised to divert a 
portion of our cargo to the port that they did serve that they would 
vote against our request because they w ould not otherwise participate 
in the movement. We had been giving this line generous cargo to 
other foreign destinations, and it was merely their unfair attitude of 
wanting to participate in all movements that prevented us from secur- 
ing a reasonable rate and thereby causing us to lose the client to a 
Western Euroepan supplier. You probably already know that many 
goods shipped domestically under sixth-, seventh-, and eighth-class 
rates oftentimes move under first-class rates in various steamship 
tariffs. 

I am convinced that the present high ocean rates on many commodi- 
ties shipped from this country are the result of insufficient free compe- 
tition. Such an “umbrella” of high rates has already encouraged new 
competition for the steamship industry and further problems for the 
foreign trader. 

As an example, many small countries are now finding it possible to 
develop a merchant marine of their own. This is not to: say that every 
country is not entitled to a merchant marine fleet of its own, but rather 
that perhaps some of the smaller countries are prematurely entering 
into the responsibilities and economic probl :ms that they may not as 
yet be prepared for. We already have several countries demanding 
that cargo for them be shipped on board their own vessels. Where 
does this leave the shipper if that country does not have a vessel par- 
ticipating in one of the exclusive patronage contract steamship con- 
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ferences?) We cannot challenge the right of these countries, or the buy- 
ers of merchandise in them, to preroute their purchases inasmuch as an 
authority no less than our own Government has established this 
practice. ae 

You already know that all military cargo must be shipped exclu- 
sively on American-flag lines, and even under the various foreign aid 
programs at least 50 percent of the cargo must be moved on American- 
flag vessels. Therefore, we can see this trend continuing where each 
country is going to form a merchant fleet and decree that cargoes for 
their destination be carried on their own ships. We, as the foreign 
trading fraternity, must be flexible enough to recognize these trends 
and also be able to meet these various restrictions and requirements 
so that we can continue to move American goods on the world markets. 

On this subject, an interesting article appeared in the November 17, 
1958, issue of Export Trade. It seems that the United Kingdom-Far 
East conference was relieving all shippers of their contractual 
obligations so far as trade to mainland China was concerned. The 
Chinese had formed a large fleet under government control and in 
many cases were requesting the British suppliers to ship on their 
vessels. In this case it seems that the steamship conference realized it 
would be detrimental to the best interests of the shippers as well as of 
the conference itself to stand in the way of these requests, because a 
good portion of the trade was being carried on conference vessels and 
if they objected too strongly it was feared that they may lose the trade 
altogether. 

The lesson here is that the shipper is subjected to many pressures, 
commercial as well as governmental, and a nonregulated association 
with the power to make or break foreign ocean transportation rates 
may not always act in the best interest of this country. In all proba- 
bility, any legislation finally enacted by Congress will prevail for 
many years to come, and it must be of sufficiently wise and flexible 
nature so as to enable this country to carry on its needs and responsi- 
bilities in foreign commerce in the face of a rapidly expanding eco- 
nomic society. 

An exclusive patronage contract system would restrict the foreign 
trader to the sailings, rates, surcharges, commodities, and perhaps 
even destinations, that such a conference might dictate. Free compe- 
tition would cease to exist, and just as bad as a state-controlled indus- 
try, we would have a privately owned profitmaking one conceivabl 
holding back the profitmaking ability of the American producer wit 
one hand and accepting his taxes in the form of subsidies with the 
other. 

We already have a number of well-operated steamship conferences 
working without the so-called dual rate or exclusive patronage system. 
Such conferences or associations which directly benefit their own 
members and indirectly benefit the country at large are healthy and 
desir:.ble. Such steamship conference members are free to select their 
own most efficient and successful method of operation as is the shipper. 
As a matter of fact, I understand that all members of all steamship 
conferences enjoy the privilege of dropping certain vessels out of con- 
ference trade routes and lease them on charter, sometimes operated as 
tramps and many times flying foreign flags. Therefore, it would 
seem that some steamship operators might wear the conference shoe on 
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one foot and the “tramp shoe” on the other. If they have such flexibil- 
ity, it would only seem fair that the shipper be equally provided. 

Thank you. 

The Coarmman. Mr. Garmatz. 

Mr. Garmatz. Mr. Roldan, you start off in your first sentence and 
say, “It is not always popular to take a definite stand.” I think that 
is why the committee is here to hear the so-called unpopular portion 
that you speak of. 

Mr. Rotpan. Well, sir, I myself am privileged to be here. I have 
never taken part in any hearing before and, as an exporter who has 
many responsibilities in the capacity that we operate, we are responsi- 
ble for the sale, the financing, the advertising, the travel, the many 
problems associated with foreign trade. To us, transportation is just 
one of those small things that we must get involved in but which is not 
necessarily the greater part of our business. 

Now, I say it is not always popular to take a stand, and I am not 
particularly speaking for myself because I am independent without 
any affiliations. 

I might make this point, however. As you know, in industry we 
have many large firms who are in business and many times their actual 
foreign trade or routing is not directly handled by management and 
management does not necessarily become aware of the problems in- 
volved. 

If all of American industry depended upon the traffic managers or 
the export managers or other officials down the management echelon, 
you can understand that some of these gentlemen are not well versed 
in the many complications of foreign trade and, therefore, may not 
put a policy on record for their particular firm. 

Another important point, I think, is that many of the steamshi 
lines themselves operate huge networks of other privately owned busi- 
nesses which are not actually in the steamship field. I can name, for 
example, the Grace Line, the United Fruit Line, the Alcoa Line. This 
is not to say that such interests are not desirable by any means. I 
merely wish to make the point that these three steamship lines and 
others, through their large network of other holdings, are large buyers 
of American goods and many of the companies for whom they carry 
cargo are also sellers of merchandise to them—and the steamship line 
who is purchasing in large quantity from a particular given Ameri- 
can supplier has, shall we say, not exactly a hold but certainly a seller 
is not going to do anything to jeopardize his position with a buyer, 
and if this steamship line is a buyer of merchandise, he may not nec- 
essarily want to take any stand against the particular line because of 
the other associations. 

I hope I have made that point clear. 

Mr. Garmatz. Briefly, what do you export and how much, money- 
wise, roughly? Do you consider yourself a small businessman ? 

Mr. Roupan. Yes, sir. We are definitely a small businessman and 
as a small businessman, we are responsible to do practically everything 
associated with foreign trade. 

We also represent small manufacturers who do not have the staff 
or the finance to handle an export program of their own. 

I do not think it would be fair if these American producers were 
not able to export their goods. 
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Therefore, there is a position for us in foreign trade as specialists. 
We represent about a doen manufacturers in the Midwest area of 
manufactured consumer goods. Our annual exports are approxi- 
mately a half million dollars, which, as you can appreciate, is rather 
insignificant when some others export many hundreds of millions’ 
worth of goods; but from the problems that we encounter as an ex- 
porter in a worldwide activity with a large selection of goods: to offer 
for sale, we probably have a better overall picture of the problems 
than a supplier who is exporting only one commodity perhaps to only 
one or two countries. 

Mr. Garmatz. You answered part of my question but not the other 
half. Isaid, “What do you export, briefly ?” 

Mr. Rotpan. We export household appliances, such as gas ranges, 
water heaters, oil heaters, space-type heaters. We export electrical 
equipment, such as lighting fixtures. We export a large selection of 
automotive parts, such as leaf springs, inner tubes, pistons, piston 
rings, front end parts. 

We are also in the construction field, handling a couple of hardware 
and other related items. 

Mr. Garmartz. In the last paragraph of the first page, you say that 
in spite of the fact that you hold contracts you have never been con- 
sulted as toa rate change. Do they notify you of rate increases? 

Mr. Rotpan. Let me amplify that. When I say we are not con- 
sulted, I mean that if a steamship line is considering a rate change or 
a surcharge or dropping a commodity from the tariff or a change in 
port classification, these to us are rate changes because whether or not 
the commodity is described as $40 a ton on the tariff, if they add any of 
these other things, it could affect the cost of the ocean freight by 25 
percent or more. Therefore, even if they are increasing the cost of 
the freight by 10 percent we are not consulted in advance that this is 
being considered. 

Now, in answer to the second part of your question, no, we are not 
always notified that there is a rate change. 

I had a case just last month. We made a quotation of gas ranges 
to Callao, Peru, where we had made a similar shipment in December. 
Based upon the previous shipment, I prepared a new pro-forma quota- 
tion tomy customer. When the merchandise was shipped, I found that 
the rate was 15 percent higher than my last shipment, and I called 
to inquire if there was a rate increase. I was informed that there 
was not a rate increase but Callao had been changed from a first- 
class designated port to a second-class designated port of which I had 
no knowledge, but the net result was that I had a 15-percent increase. 

Also I might make the point that even the tariffs themselves are 
not available to the public. I, as a signer, do not have a single tariff 
because they are not available to me unless I purchase them or I visit 
one of the local steamship offices to look at theirs if they happen to 
have an office in St. Louis. 

Mr. Garmatz. When you applied to the conferences on various occa- 
sions and say you were turned down, what type of experience did you 
have with the conference people? Were you detained in getting an 
answer ? 

Mr. Roxpan. I have had practically every type of experience. We 
have addressed the chairman of the conferences. In some cases we 
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would have a reply in 24 hours saying, “No.” I do not know how it 
is possible for a democratic type organization to hold a meeting and 
come to a conclusion and write me a letter within 24 hours of my 
mailing my own request. 

I have other instances where I have addressed a letter to the chair- 
man and waited several months for an acknowledgment. 

Mr. Garmatz. With how many conferences have you signed ? 

Mr. Rotpan. I have not counted but I would say we are s signed up 
with a couple of dozen. We move 95 percent of our cargo on : confer- 
ence lines. 

Mr. Garmatz. On page 2, you say : 

One line who did not serve Venezuela from the port that we normally 
used, did not hesitate to intimate that unless we promised to divert a portion of 
our cargo to the port that they did serve that they would vote against our request 
because they would not otherwise participate in the movement. We had been 
giving this line generous cargo to other foreign destinations, and it was merely 
their unfair attitude of wanting to participate in all movements that prevented 
us from securing a reasonable rate and thereby causing us to lose the client. 
What line is that? What was that about, briefly ? 

Mr. Rotpan. Well, naturally, when you approach a conference 
chairman, he will in all probability notify the various members of 
that conference about this particular request. 

You see, if you have a conference operating out of one port some 
of the members of that conference m: 1y not even have service from 
that port. If the port happens to be New York, you may: have mem- 
bers of that New York port conference with service out of Baltimore 
or New Orleans, or Galveston. If you apply to the chairman, he 
will pass on your request to the other members of this conference and, 
naturally, they want to find out about the cargo before they take any 
position on the request itself. 

The various local representatives of the particular lines that may 
or may not service that particular port will call on you to find out 
how much cargo there is, how often it will move, what chances there are 
that they will get part of the cargo. 

In this particular “ase, the individual that called on us did not 
have service from the port that we normally used because of the 
physical location of our factory. We would use this one partieular 
port because, it was economically feasible. 

We told him frankly, “Well, in all probability we will continue to 
ship out of the present port that we are using.” 

He said, “We do not have service from that port. We go from 
another port. What is the chance that you could send some of these 
goods to our port so that we could get some of the movement?” 

I said, “I probably would not do it. It would cost more money to 
do so.” 

He said, “How can you expect us to vote in your favor if we are 
not going | to participate in this business ?” 

I said, “Aren’t you getting ample business from us to other desti- 
nations? W hy do you i have to get all of it?” 

That was the position. 

Mr. Garmatz. I do not want. to take too much time. I want to ask 
this question. You say, “Any legislation finally enacted by Con- 
gress will prevail for many years to come, and it must. be of sufficiently 
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wise and flexible nature so as to enable this country to carry on its 
needs.” 

Do you have any suggestions as to what sort of legislation might 
be helpful ? 

Mr. on I think this: Definitely the American steamship oper- 
ator is at a disadvantage in world trade because there is no question 
that the cost of manufacture of vessels and the salaries of the crew- 
men are substantially more expensive than are the similar operations 
in other countries. ‘This has aeiods been recognized by the Congress 
and the American lines enjoy two separate subsidies now. They are 
getting their shipbuilding subsidy in addition to their operating 
subsidy. 

I do not feel that this is the overall solution to the problem. I 
would personally favor a discontinuance of at least the operating 
subsidy. I think the shipbuilding subsidy is one that we cannot 
get away from but I think that the operating subsidy has a tendency 
to take away the spirit of more efficient and better methods of opera- 
tion. 

I would like to see that operating subsidy replaced with a type of tax 
depletion or allowance or some such thing. 

I understand that Congressman Boggs has a bill before Congress 
where American producers and manufacturers serving foreign trade 
exclusively would enjoy a certain tax benefit of 50 percent “if. their 
investment were overseas. It would seem to me that this would be the 
ideal place for the steamship industry to qualify for some definite 
type of tax benefit. 

Now if the steamship industry knew that by developing a more 
profitable and a larger operation that they could make a larger income 
or a larger profit, I think there might be a little bit more interest. on 
their part to help us solve these problems that we now have in foreign 
trade because the subsidy as it is today is only benefiting the merchant 
marine of this country. It is not benefiting the American producer 
and, by giving these steamship lines some type of tax break, they in 
turn would then be benefiting the American producer because then 
they could help him move cargo, you see, and by helping him move 

cargo they would get more business and theoretical y could make 
more of a profit and with a tax benefit they could keep more of it. 
With an operating subsidy, only they are benefited. We are not. 

Mr. Garmatz. That is ail, Mr. Chairman. 

The Carman. Mr. Glenn. 

Mr. GieNn. Sir, on page 1, the first paragraph of your statement, 

you say that— 
* * * T am doing so because I feel without reservation that the legislation of 
the exclusive patronage contract system, with or without a dual-rate applica- 
a would prove most harmful to the foreign commerce of the United States 
ol America, 


On page 3 of your statement, the last paragraph, you say, 

We already have a number of well-operated steamship conferences working 
without the so-called dual rate or exclusive patronage system. Such conferences 
or associations which directly benefit their own members and indirectly benefit 
the country at large are healthy and desirable. 

Mr. Rotpan. Yes. 

Mr. Gienn. Do you mean that you approve of the conference sys- 
tem without the dual-rate attachment ? 
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Mr. Rotpan. By all means. 

Mr. GienN. But you disapprove of the dual-rate system? 

Mr. Roxpan. Yes, sir. I do not like this word “dual” rate. I 
think that it is a misnomer. I would be opposed to any exclusive 
patronage system with or without a dual rate because you see that 
the 10 percent differential in itself is not dangerous but the penalties 
that may be imposed in addition to that 10 percent are dangerous plus 
the fact that if we did have a type of legislation that would force all 
shippers to sign contracts, I am afraid that it would have very serious 
repercussions in the other countries of the world because it would be a 
type of discrimination against them. 

I understand that the British are coming to Washington next 
month to complain on certain phases of our merchant marine opera- 
tions. I have not followed this but it is just my own opinion that we 
can have associations without exclusive patronage contract method. 

Mr. Guenn. Do you believe in a strong American merchant marine? 

Mr. Rotpan. Yes, sir. I do. 

Mr. GLENN. Do you think we could have a strong American mer- 
chant marine without the conference system and the dual-rate system 
protecting them from a free open market where they would have to 
compete with the lower labor standards of the foreign shippers that 
belong to those conferences now ? 

Mr. Rotpan. I think we have already done this. After all, we 
have had competiton on the high seas for many, many years, and in 
the past 20 years it has been very keen, and I have not seen any Ameri- 
can steamship lines go out of business. The fact that they are re- 
ceiving subsidies to help them, I think, has made it possible for them 
to remain competitive. 

Mr. GLENN. But you want to take away the subsidy, do you not? 

Mr. Rotpan. But I would replace that with something that I think 
would be more desirable from the steamship operator’s point of view. 

Mr. GLENN. You admit that they have to have some protection in 
some manner ? 

Mr. Roitpan. Absolutely. There is no question about this, but not 
at my expense. 

Mr. GLenn. How about the expense of all of us as taxpayers? 

Mr. Rotpan. Now, I am a taxpayer also, and I think that this is 
a necessary thing but, if you take away my ability to sell merchandise 
on the world market, I will not even have an income to pay taxes 
with, you see, and I think that the amount of the benefit that they 
might receive either in the form of the subsidy they now have or the 
tax relief would enable them to continue to operate a healthy steam- 
ship industry, and it would also enable them to establish realistic 
rates on which we can sell American goods and, after all, the sale of 
American goods is probably as important as the steamship industry 
itself. 

Mr. Gtenn. That is all, Mr. Chairman. 

The CuatrrmMan. The part of your statement where you have shown 
steamship companies that unless you have a fair and equitable rate 
your business would go to foreign manufacturers interests me. We 
have been told by conference operators that operate under a dual 
rate system that they do negotiate with manufacturers to assist them 
in selling foreign. Your case is the South American trade; is it? 
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Mr. Rotpan. This particular one is; yes, sir. I am sure that the 
steamship lines or the conferences have made rate reductions in many 
instances. As a matter of fact, I have secured them myself, but it 
has only been after a tremendous effort and time consuming method 
that we have been able to get our point across. I am speaking, you 
understand, of the general cargo rates which most of our products 
move under. We do not benefit from many of the depressed levels of 
ocean freight because our goods are not necessarily classified in the 
tariffs so that we are forced to pay the very highest. 

We come up against this because when we take on a new account 
that has never exported before, naturally their commodity, if it has 
never been shipped before, is not provided for in the tariff. 

Now, in order to help this manufacturer and in order to sell product 
overseas, we must do a tremendous amount of pioneering work at our 
expense. No one helps us with this. We will advertise in foreign 
trade publications. We will travel overseas. We will extend credit 
terms on a particular product, taking the full credit risk as well as 
the interest on the money while it is outstanding to try to get a 
foothold in some given market to create a demand for this item. 

Now, we are under the most serious of handicaps in trying to get a 
new product in the trade because when we go to the conference and 
they have not provided for this particular item, we get thrown into 
general cargo, which is the highest possible rate. 

When you are trying to sell something for the first time and you 
have to sell it from the most disadvantageous position, sometimes our 
efforts are completely nullified because we cannot move it due to 
transportation cost, and if I were to approach a conference before I 
had established the fact that this cargo can move or will move, they 
will not hear of it. 

The first thing they want to know is how much is going to move, 
how often, what is the value, what is the packing. 

If you have never made a shipment, how can you tell ? 

Yet, I think that we must continue to try to sell our goods overseas. 
We cannot give up simply because we have these obstacles. 

The CHamman. Compared to the difficulty you have had, what 
situation do you find outside of the conferences as to moving this 
merchandise? How could you move the merchandise were you not 
bound by the dual rate contract ? 

Mr. Rotpan. Let me say this to you. We probably move four to 
five hundred export shipments a year. Of those 400 or 500, I doubt 
that more than 10 or 12 move nonconference. You can see it is an in- 
finitesimal part of our business. However, that part of our business 
would be nonexistent if it was not for a particular nonconference 
service. In the Middle East, we have a market for household appli- 
ances which is one of the largest single markets in the entire world 
for U.S. shippers for household appliances and we were completely 
unable to break into that market 4 or 5 years ago because the rate on 
household appliances (gas stoves) was so high that, on a $10,000 ship- 
ment, $5,000 went for ocean freight, so the man was not buying $10,000 
worth of goods. He was buying $15,000 worth of goods. And he can 
bring it in from Western Europe at tremendously lower cost. So when 
we found out about the nonconference service over there through one 
of the people that we were trying to sell, we tried a shipment and 
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found out that the rate was less than half of the conference rate and 
ever since we have been using this particular service. 

Naturally, we have no signed contracts to this particular area, but 
if we do not use this service we would be out of business in that area. 

The Cuairman. Isthat an American-flag operator ? 

Mr. Ronan. Yes; itis. It is American flag. 5, ally ye 

The Cuarrman. Would you mind stating what line it is? 

Mr. Rotpan. Unless it is necessary, I would rather not state any 
names of any lines. 

The Cuarrman. There are no secrets about this matter. 

Mr. Rotpan. In that case, the line is Isbrandtsen. Probably every- 
one knows they have a Middle East service. 

The CuatrMan. Yes; and they area very fine company. 

Mr. Rotpan. I might mention that this particular rate that we have 
been using on household commodities to the Middle East is so much 
lower than the conference rate that it is almost unbelievable, and 
it is not a thing that has been temporary. We have had this rate now 
for several years, and in that period of several years the conference 
lines have made no effort whatever to come even close to it, so that 
there is no opportunity for us to give them any of this business. 

The Cuarman. What is the difference in time in the service that 
is offered ? 

Mr. Rotpan. You mean the sailings ? 

The Cuatrman. Yes. 

Mr. Rotpan. I think they have a ship about every 2 weeks. 

The CuatrMan. There are no conference operators in that area that 
you have signed with ? 

Mr. Rovpan. No, sir. 

The Cuarman. In that general part of the world, are there other 
markets that you are selling i in which you would be required to ship 
by conference lines? 

Mr. Rotpan. I do not believe I understand that 

The CuarrMan. In the general area of that part of the world. 

Mr. Rotpan. Of the Middle East ? 

The Cuatrman. Yes. Are there shipments where, due to your con- 
tract, you have to make them on conference lines / 

Mr. Rotpan. Yes; we are shipping other goods into the Middle 
East on conference lines from Gulf ports. 

The Cuatrman. And the freight is about 50 percent higher? 

Mr. Rotpan. On these particular commodities, the difference is not 
so great. It is different but we are paying that penalty anyway 
because we believe in free competition and we believe in supporting 
all services, such as the port here in Chicago. While it is uneconomi- 
cal for us in St. Louis to ship through Chicago, we like to make token 
shipments if nothing else, merely to show moral support and we will 
give every steamship line, regardless of the flag they fly or service 
they have, some business. We do not boycott anyone and I would 
like to maintain that if Icould. I think it is healthy. 

The CuamrmMan. Youarea manufacturers’ agent? ITs that it? 

Mr. Rotpan. Sir, we are an export merchant. We act as the ex- 
clusive export department for the manufacturer. He would have no 
export sales without us and we not only handle his goods on a world- 
wide basis but we also finance it. 
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The Cuarrman. Mr. Downing. 

Mr. Downrna. Mr. Roldan, you have an extremely interesting state- 
ment here. You are justifiably worried about losing our foreign 
commerce. 

In your opinion, is it the freight rates that are causing us to lose 
this commerce or is it the high cost of domestic production that is 
causing us to lose the commerce ? 

Mr. Roupan. I attribute that to both. There is no question that we 
are pricing ourselves out of the world market, and everything con- 
tributes to this in addition to the cost of freight, but it is my feeling 
that, in many instances, the cost of transportation is one phase that 
could be improved. 

Mr. Downina. Of what substance would that be? Suppose you do 
do everything that you testified today? Would that materially bene- 
fit our world trade ? 

Mr. Rotpan. I am not sure I understood what you meant there. 

Mr. Downina. I mean, suppose they did bring freight rates down 
to the line that you are talking about. Would that help world trade? 

Mr. Roipan. Well, I think it would be a great help to make given 
rates a little bit more equitable and realistic. 

Yes, we have been put out of many markets because the cost of 
ocean transportation was excessive. For instance, we manufacture in 
St. Louis automobile inner tubes and we can sell our inner tubes f.o.b. 
factory about as cheaply as Japan can produce inner tubes, but we 
must pay an ocean freight rate of about $150 a ton from New Orleans 
to the Far East and Japan can ship from Yokohama to the nearby 
areas at a cost of a fraction of that, so that we are not on this particular 
item handicapped f.o.b. factory; it is getting it from the factory to 
the customer, and in this instance from $150 a ton down to perhaps 
$30 a ton which the Japanese might pay is almost ridiculous. 

Mr. Downtina. Tell me, is $150 a ton unreasonable for the transpor- 
tation of those tubes to a foreign country ? 

Mr. Rotpan. It is when you lose the business. 

Mr. Downrne. But is it realistic, thinking of it from the steamship 
side? 

Mr. Rotpan. I do not know this. I do know they carry other com- 
modities for less and certainly my inner tubes are no more breakable 
or damageable than any other type of cargo and if they can make a 
profit on other goods at a lower rate why can they not do it on mine? 

Mr. Down1nc. Have you been to the various conferences about this 
particular item ? 

Mr. Rotpan. Not onthisitem. I have not, sir. 

_ Mr. Downina. How long have you been engaged in exporting this 
item ? ‘ ; 

Mr. Rotpan. For about 5 or 6 years, but I have not been able to sell 
any inner tubes in the Far East now for about 3 years. 

Mr. Downtne. Why have you not gone to the conference? 

Mr. Rotpan. I have gone to the conference on numerous occasions 
and my experience has been basically bad. 

Mr. Downtna. Has that been with any one conference or with all 
of them generally ? 


Mr. ‘wee This is no one conference in particular. This is in 
general, 
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I being a relatively small shipper and a unimportant factor in for- 
eign trade, when a letterhead comes in from me it does not raise the 
eyebrows that it might if it were from other sources. 

I do not know whether you might attribute this as being a factor 
but generally it is only after the third or fourth attempt that we fin- 
ally get recognition and we do not have the time to be going to all 
this trouble all the time and, of course, we have no recourse, you see. 

The Cuarrman. Would you yield? 

Mr. Downtna. Yes. 

The Cuamman. With respect to this inner tube shipment, how does 
this work in reverse? Can Japan ship to this area competitively to 
you due to more economical freight rates? 

Mr. Roupan. I would not know this, sir. We do not import any- 

thing. 

The Cuarrman. That is what I am asking about. 

Mr. Rotpan. I would not know. I have not checked into this. 

The Cuamman. They ship in the Far Eastern area and due to their 
freight rates and short hauls, you are not competitively with them ? 

Mr. Rotpan. That is correct; that is basically correct. Yes, sir. 

The Cuarrman, For instance, can they ship to South America and 
you would be competitive ? 

Mr. Rotpan. I would say this: The Japanese have not as yet en- 
tered al] of the world markets with their inner tubes. We are now 
getting reports that the Japanese tubes are going into the Middle East. 
I have not as yet heard of the Japanese tubes coming into Latin 
America, although other Japanese parts are beginning ‘to come into 
South America in great quantity. For instance, we sell piston rings 
and front-end parts. These are now becoming available in South 
America in sufficiently good quality at substantially lower prices, 
than American goods. 

I can only assume that the shortage of their rubber on inner tubes 
has restricted them temporarily. I do anticipate that they will be 
coming to Latin America with inner tubes. 

Mr. Downine. Mr. Roldan, the steamship operators tell us that if 
you do not have some form of tying device between the shipper and 
carrier or if you open up the seas to free competition that you will 
get into cutthroat rate wars which will eventually drive the merchant 
marine off the sea. 

How do you feel about this? 

Mr. Rotpan. I think, as long as Congress is willing to ~_ them 
on the high seas, that no power on e: wrth can take them off. I do not 
fear any “cutthroat competition on the high seas, any more than 
we do inland between rail, truck, barge, and air. We have competi- 
tion everywhere else. W hy should it be healthy there and nowhere 
else? In other words, when I sell my merchandise I must fight 
American, Japanese, German, and English competition. They do 
not agree to sell at the same price that I “do nor do the vy give the same 
credit terms that I do. This is a question of salesmanship. It is 
a question of serving the customer. There are many things involved 
here. 

Mr. Down1ne. You realize that we cannot operate as cheaply as 
foreign countries can. Therefore they can carry your freight much 
more cheaply than American-flag lines can. 
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Mr. Roxpan. There is no question about it if they want to, yes. 
By the same token, I think this point should be brought out. If we 
were to legalize an exclusive patronage system and maintain high rates 
on the cargo, there is no way to stop these foreign-flag lines from doing 
the same thing from the other end. Instead of giving the shipper the 
benefit of a lower rate in a rate war, he would } pass ‘It to the foreign 
consignee in the form of a rebate. 

I do not think any American court would have jurisdiction over 
this. This can happen. After all, you are not plugging that hole at 
this end. 

Mr. Downrna. I think that isall. Thank you, sir. 

The CuarrMan. Mr. Casey 

Mr. Casey. Mr. Roldan, do you think that for a healthy export busi- 
ness you need a stability of rates? 

Mr. Rotpan. I think that a stability of rates has advantages if the 
stability is at a level that enables us to sell merchandise. 

If we have a stability at a level that is not conducive to the sale of 
merchandise it does not make any difference. We have no stability in 
the price of goods and, as I mentioned before, in the terms that are 
offered. I personally have no fear that there would be a cutthroat com- 
petition on rates. If there was, I do not see that it would injure me 
any more than my competition for the value of the goods injures me. 
Iam not afraid of it. 

Mr. Casey. In other words, you are not worried about stability and 
you do not particularly care about the stability of the rates; is that 
right? Isthat your answer? You say it does not bother you. 

“Mr. Rotpan. I do not think it would harm me, no, if there were a free 
competition of rates. 

However, I do not think that there would be. 

Mr. Casey. Have you ever shipped on a trade route where there 
was a rate war in progress? Have you ever had that experience? 

Mr. Rotpan. Not to my knowledge. There may have been. We 
oftentimes will book cargo and find out that there is a ridiculous rate 
on it. I do not know how that rate came about and while we ship 
we get that rate but, of course, we cannot count on that rate when we 
make our next quotation because it may change. (A trade war on 
rates. ) 

Ilowever, we do not worry about this. So long as we know at least 
30 days in advance what we can count on as a rate, that is all we need 
to know. 

Mr. Casry. That is some stability there, is it not, when you know 
30 daysinadvance? That is some stability ¢ 

Mr. Rotpan. Yes. I think it is possible to get a contract for a 30- 
day maintainance of any rate. If the rate happens to go up or down 
after you have made that contract—the same thing happens with us 
overseas—I can contract with a customer for an order and after I have 
it in production a competitor will give him a lower rate but if I 
have a good contract I am still shipping. 

Mr. Casry. Let me ask you this. If you are in a trade that has a 
rate war going on, is your customer likely to sign up with you on the 
basis of a price plus freight or just a price including freight or how 
would he sign up if he was indefinite as to what the “freight rate was 
going to be? 
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Mr. Rotpan. Let me say to you that we sell under every conceivable 
type of terms. 

Mr. Casey. I am sure you do, but take my hypothetical case where 
you have a rate war where the rate is liable to change tomorrow and 
be cheaper most likely if there is a war going on. How is your customer 
most likely to purchase from you? 

Mr. Rotpan. I do not know. I can only tell you how we will sell. 
Many times we will sell on a freight collect basis and whatever the 
freight is the customer pays it in local currency and it is no concern 
of money, you see. If the customer asked me to prepay expenses to 
a given destination, then I do so at whatever the rate happens to be and 
he can see from the bill of lading what I had to pay and I have never 
gotten into any arguments with the customer whether it was higher 
or lower. 

Mr. Casey. What kind of competition do you have from people in 
the same line of business shipping the same type of goods that you do 
from the United States, do you have much competition in the field 4 

Mr. Rotpan. Oh, my goodness, yes. 

Mr. Casey. Let me ask you this. In the case of a rate war, do you 
think that it is better for you to meet this competition to have a sta- 
bility of rates so that you know it is not going to be much different 
from those of your competitors ? 

Mr. Rotpax. I do not see that this is important. 

Mr. Casey. Others have said it is. Iam asking you what you think 
about it. 

Mr. Roupan. I do not think it is important, for this reason: I am 
located in St. Louis, Mo. I not only have to pay freight from New 
Orleans to Venezuela, but I have to pay freight from St. Louis to 
New Orleans. 

Some of my competitors are located in New Orleans. They have 
the advantage of not paying inland freight and sometimes inland 
freight is as high as ocean freight, so I cannot help the geographical 
location of my competitor, that he has an advantage on me. 

Mr. Casey. Let me ask you this. In case you were in a trade route 
where there was a rate war, do you think it would slow down your 
customers purchases in buying by waiting to see if the freight rate 
was going to go down some more ? 

Mr. Rotpan. No; I do not think it would. The type of merchandise 
that we sell does not move in such large quantities that a customer is 
going to get hurt. 

Mr. Casry. Now, you have proposed that what you think would be 
probably the best climate to have would be a conference system with- 
out an exclusive patronage contract or any other tying provision and 
without a dual rate, and also I think you tied in the fact that a quick 
depletion allowance or some tax allowance might replace the subsidy 
and that that would benefit you as a shipper. Who is going to set 
the rates? 

Mr. Rotpan. It is my opinion that any rates reached with a com- 
mon carrier should have some type of governmental regulation. As 
it is now, the rates are set perhaps by one man, perhaps the chairman 
of the conference. Democratically, they would be set by the majority 
vote of the members participating in the conference. 
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Mr. Casey. You are adding one more thing to what you thought 
would be the perfect situation. You are adding stricter supervision 
of the rate by the Government. 

Mr. Rowpan. After all, somebody has to protect us, and we can only 
depend on the Government to do this particularly when you get into 
public carriers. 

Mr. Casey. Would not a strict control of rates do the same thing to 
protect you as a shipper without all these other changes you talk 
about ¢ 

Mr. Rotpan. Possibly, but, you see, you are missing another point 
here. I am not only complaining about the high level of many rates 
but I think we must consider the fact that foreign countries are now 
beginning to establish merchant fleets and they may not want to come 
under your control. 

Mr. Casey. They will not come under our control except that they 
belong to a conference on outbound freight. 

Mr. Rotpan. That is fine, but what if they do not join the con- 
ference, then you will just have your open competition that you are 
talking about. 

Suppose that the country that has this line says that all goods for 
them must be shipped on their vessel. Where does this leave the 
signer ? 

Mr. Casey. Would you repeat that? 

Mr. Rotpan. Suppose that this foreign line that does not want to 
join the conference and your customer in that country says that all 
goods imported for them must be shipped on their vessels. 

Mr. Casey. Some of them are doing that now, even though they 
belong to the conference. 

Mr. Rotpan. That is correct. 

Mr. Casey. Let us get back to my question, if you do not mind. 
What do we need besides a rate control to benefit you as an exporter? 

Mr. Rotpan. Free competition. 

Mr. Casry. Then we do not need any of these things other than just 
to knock out the dual rate and, in other words, just knock out the con- 
ference system, period, is that correct ? 

Mr. Rotpan. No; the exclusive patronage system. 

Mr. Casey. You knock out the conference system, period, and there 
goes your exclusive patronage system. 

Mr. Rotpan. I do not agree with that because many conferences 
are in existence now without the conference rate system. 

Mr. Casey. You said you want free competition; in other words, 
just abolish the conference system and rate control and everything. 

Mr, Rotpan. You must realize that there is still a certain amount of 
free competition with conferences that do not have an exclusive pa- 
tronage angle to them. 

Mr. Casry. I understand that. 

Mr. Rotpan. I would not tell the steamship industry or any other 
that they could not have an association. I think associations are very 
good because it enables people to get together and work out problems 
that they mutually have. 

Mr. Casey. Then, you are in favor of a conference? 

Mr. Rotpan. Oh, yes. 

Mr. Casey. All right. 
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Mr. Rotpan. But I would not abolish nonconferences, either. 

Mr. Casey. No; we are not going to do that. We are not about to 
do that. You are in favor of a conference system but you want this 
conference system to have nothing other than just kind of a trade asso- 
ciation where they sit down to lunch and talk over shipping problems. 
Is that your idea of the conference system ? 

Mr. Rotpan. You see, I would do this. If you are going to try to 
help the steamship industry and give them a tax break, you might 
have to limit the lines that qualify for that tax break to the ones who 
participate in a conference. 

Mr. Casey. Wait. Let us see what the conference is going to do 
first. Is it just going to sit around a luncheon table and discuss 
business or is it going to set rates? 

Mr. Rotpan. I have never been a steamship operator. I do not 
know what they do or might do, 

Mr. Casey. We want to know what you want done and I do not 
have you pinned down yet. First, we have you wanting a conference. 
What do you want this conference todo? What can it do under your 
idea ? 

Mr. Rotpan. I want the conference to set new techniques in cargo 
handling, better facilities in making their services available, issue 
tariffs, and make them available to shippers. 

Mr. Casry. Stop right there. 

Mr. Roipan. Set specific commodity classifications. 

Mr. Casey. Stop right there. In other words, you want them to 
sit down like a trade association and just out of public spiritedness 
and a desire to render service to figure out these new techniques is 
that right, and to exchange ideas? 

Mr. Rotpan. Certainly that is helpful. 

Mr. Casey. I understand that but is that all you think they ought 
to be able to do? 

Mr. Roxpan. I think the greatest single thing they could do is 
establish a uniform commodity description. I ship electric lamps. I 
can give this line electric lamps and declare them electric lamps and 
they say, “Electric lamps are in the tariff at $40 aton.” I give electric 
lamps to another line and he says, “We do not have electric lamps. 
They are lighting fixtures.” 

Mr. Casey. In other words, you think that all the conferences ought 
to have a uniform commodity classification ? 

‘ Mr. Rotpan. That is right. The United States issues the schedule 

Mr. Casey. You have several different conferences and they are just 
like individuals. They think differently. Should we compel them 
to do that? 

Mr. Rotpan. I doubt if you could compel them to do it, but I think 
it would be a very helpful thing for everybody if they did. 

Mr. Casey. We might be able to do lots of things here. 

I am asking for your perfect situation. Do you think we should 
compel them to do it? 

Mr. Rotpan. Certainly. Why not? You do it on inland freight. 

Mr. Casey. There goes part of your free competition. 

Mr. Rotpan. That does not hurt competition. 

Mr. Casey. It is freedom of thought on their individual part as to 
how they are going to classify them. 
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Mr. Rotpan. I do not think freedom of thought has anything to do 
with freedom of competition. 

Mr. Casey. It certainly does. If I want to haul wheelbarrows and 
classify them as machines with one wheel on them and set a certain 
rate, and somebody else wants to haul them as farm implements and 
give them another rate, that is certainly free competition. 

Mr. Roupan. If they can qualify under this description, that is all 
right. 

I sell piston ring sets and I have some sets that will fit a tractor 
engine and some that will fit truck engines. 

Mr. Casey. You have different conferences that classify them differ- 
ently, too, do you not? 

Mr. Rotpan. I think it would be helpful if all commodities were in 
a tariff and all the commodities had the same name in every tariff; and 
if there was any question about whether your commodity should 
classify it should then be submitted to the conference for them to 
decide if it should or not. In other words, it is not up to the 
individual. 

I am liable to think that my piston ring sets are good for motor car- 
riers or ocean vessels, and it may be in a very specialized case, but, 
generally speaking, I do not think it would be fair to say, “Yes, it is,” 
when it is convenient and “No, it is not,”’ when it is not. 

Mr. Casey. Anyway, you want a uniform classification in all con- 
ferences on the products you ship? 

Mr. Rotpan. Yes, sir. 

Mr. Casey. Regardless of what any of the conferences think, you 

vant a uniform classification ? 

Mr. Rotpan. If possible. Or at least something that helps me a 
little bit more than what I have now. 

Mr. Casey. All right, sir. 

Now then, we have established that you agree that you ought to 
have conferences, but all these conferences should classify your prod- 
uct the same way so that you will know how it is classified. 

Your next step was that you think they all ought to charge the same 
rate. 

Mr. Rotpan. No; I did not say that. 

Mr. Casey. Well now, you stated in your statement that you talked 
to one line that did not belong to this conference although it was a 
conference member, and it would ship to Venezuela cheaper than the 
conference line with which you were signed up. 

Mr. RotpanNo; I did not say that. 

Mr. Casey. Let us see what you said. Maybe my memory is poor. 

Mr. Rotpan. You were speaking of the gas ranges; were you? 

Mr. Casey (reading) : 

In one such case, we were turned down because there was only one conference 
member actively serving this market from the particular port we were using 
and they probably figured that they would get the business, regardless. We had 
merely requested that they carry household gas ranges at the same ocean rate 
that they were already charging for similar type kerosene, oil, and electric 
ranges. After they turned us down, we approached another line in the same 
trade—not members of this particular conference, but the company does par- 


ticipate in other trade conferences. Needless to say, they immediately approved 
our request. 


That is the example. 
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Mr. Roipan. Here is what we have here: A kitchen household gas 
range, a cooking stove, is the same shape, appearance, and relative 
value whether it is operated with gas or electriicty or kerosene or 
coal oil. 

Mr. Casey. I do not care what the commodity was. 

Mr. Rotpan. I want to make this point. They had specified in the 
tariff as a commodity, kerosene, oil and electric, and carried it at a 
specific rate, but they did not mention gas stoves. Therefore, we must 
pay the general cargo rate simply because gas was not mentioned. It 
is still a stove and all we ask is, include gas with these other descrip- 
tions, and they said “No.” 

Mr. Casey. So then you went to another line. 

Mr. Rotpan. So we went to another line. We did not ask for a lower 
rate. We just asked for a correct description so that we could qualify 
for the rate they already have established in tariff (being the same 
for both lines). 

The other line said, “Certainly. It is the same, is it not?” And I 
gave them the business. 

Why did the conference turn me down ? 

Mr. Casey. What conference was that that turned you down? 

Mr. Rotpan. I do not recall the name. 

Mr. Casey. Which one took you up? 

Mr. Rotpan. Which line took me up? 

Mr. Casey. Yes. 

Mr. Rotpan. Is it proper for me to identify them ? 

The CuarrMan. It isnot improper at all. 

Mr. Rotpan. The conference that turned me down operates from 
New Orleans to the Union of South Africa. I do not know the name 
of it. Asa matter of fact, I had never heard of it before, and I think 
that there is probably only one active carrier in it, although they have 
two or three names on the contract. I have never heard of them or seen 
them. They turned me down. 

The line that said, “Yes, we will take it,” was the States Marine- 
Isthmian—another American flag line who are agents for South 
African Marine, operating between the same two ports, but they were 
not in this given conference. 

Mr. Casey. That is the case in which you had an argument over 
classification, is that right ? 

Mr. Rotpan. That is correct. 

Mr. Casey. Now then, suppose that States Marines Conference had 
a lower rate on gas stoves while the one that turned you down, the 
second conference that classified it with coal and oil and others, had 
a higher rate. Would you think that would be all right? 

Mr. Rotpan. Certainly. 

Mr. Cassy. You do not think they should have the same rate? 

Mr. Rotpan. Not necessarily. It does not cost them the same to 
operate. Why should they ? 

Mr. Casey. How do I know whether it costs them the same to 
operate? I am asking if you think the rate should be the same. 

Mr. Rotpan. I think that they should be within reason. If they 
are the same, that is fine. 

Mr. Casey. What if they are not the same? Would you complain 
about it ? 
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Mr. Roupan. For no particular reason. I would give it to probably 
the one that was the most competitive. I may use the high one. I 
may use the low one, depending upon the factors involved. 

Mr. Casry. Have you ever been charged with violating your con- 
ference contract by any of the conferences with which you are 
signatory ¢ 

Mr. Rotpan. I have had letters written to me that I had put mer- 
chandise on a carrier in violation of my contract. I have never been 
specifically reprimanded. They have merely told me about it and 
reminded me of my obligations but never gave me an opportunity 
to explain why it was done. 

Mr. Casey. Then, in that particular instance, is that a dual rate 
conference and did you ship under the lower rate? 

Mr. Rotpan. I do not remember. Probably so. Probably so. 

Mr. Casry. Did they then refuse to give you a lower rate? 

Mr. Rotpan. No, sir. I have never been refused cargo by any line. 

Mr. Casry. I know they would not refuse you cargo, but did they 
refuse to give the lower rate? 

Mr. Rotpan. No, sir. I have always received the best rates. 

Mr. Casry. And other than those one or two complaints, that is the 
only time that you know of that you might possibly have breached 
your contract ? 

Mr. Roipan. We probably breached our contract three or four 
times in the past 20 years and I do not consider that we breached 
it at all because we sell free on board factory and the customer told 
us to use this line and if it was not possible for us to use that line to 
forget about shipping the merchandise. I think that an order is 
worth more to this country than who carries it. 

Mr. Casry. You said a while ago something about penalties and an 
addition of 10 percent on the rate. What kind of penalties have you 
ever paid on the rate? 

Mr. Rotpan. Iam not an attorney, you understand, and I have never 
made a study of these contracts. I only know what I have been in- 
formed and I was informed that in addition to the 10 percent differ- 
ential on these contracts that you can be fined up to 50 percent of 
the freight value of the cargo and expelled from the conference, which 
means that in the future they would only carry your cargo at whatever 
rate might be established. 

Mr. Casey. That is just something somebody told you. That is 
your understanding from what someone told you ? 

Mr. Rotpan. This is my understanding. This has been told to 
me and probably 10 years ago I read it somewhere in one of the con- 
tracts. I have not recently read a steamship conference contract. 

Mr. Casry. That is all, Mr. Chairman. 

The Cuarrman. Do you think it is to the best advantage of the econ- 
omy of this Nation to have an American merchant marine or let the 
foreign operators carry our commerce ? 

Mr. Rotpan. No; I think we definitely must and should have an 
American-flag merchant marine. 

The Cuarrman. Your statement just a minute ago was interesting 
tome. You said, “an order is worth much more to this country than 
who carries it.” That is the reason I asked you the question. 
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Mr. Rotpan. I see. Some American-flag lines are not members of 
the conference, you know. ce ; 

The CuarrMan. We are trying to find a way to maintain an Amer!i- 
can merchant marine. 

Mr. Rotpan. I see. 

The Cuatrman. We are trying to find what is the best system un- 
der which we can maintain the American merchant marine both for 
the economy of this Nation and the national defense of the Nation. 

Mr. Rotpan. Correct. 

The Cuartrman. They walk hand in hand. History has shown us 
in two instances that our economy suffered tremendously during war 
periods due to the fact that we did not have a sufficient American mer- 
chant marine. We paid enough. We bought the Queens three or 
four times, you know, during World War II. We could have built 
our own ships and had them for a third of the price we paid for them 
in all probability. That is what we are seeking to ascertain here. 

Mr. Rotpan. This is the reason I have brought up this point of a 
different type of aid for the American merchant marine. 

The Cuarrman. Do you know what percentage of our foreign 
export commerce we carry under American flag at the present time? 

Mr. Rotpan. You mean export ? 

The CHarrmMan. Yes; export and import. 

Mr. Rotpan. I do not know. I have never seen the figures. I 
would guess probably 50 percent. 

The CuatrmMan. You are so far wrong. If we could get to that we 
would be happy. We are carrying about 18 to 20 percent. 

Mr. Rotpan. I see. 

The Cuamman. What we are vitally interested in here is to find a 
way where our American-flag operators in cooperation with foreign- 
flag operators can return to us a fair share of our import and export 
business. I am interested in you and other men who are in business 
as you are. I want to approach this from the viewpoint of your 
advantage and the advantage of the Nation as well as our industry 
that is in waterborne commerce today. We do have serious problems 
before us. 

Mr. Rotpan. I think this is true. 

The Cuarrman. Do you think the Maritime Administration should 
participate more in the making of tariffs and regulations of the con- 
tract carriers than they do today ? 

Mr. Rotpan. Oh, yes, I do. 

The Cuarrman. So that you do not think there is enough Federal 
participation in the supervision of this contract system if it is per- 
mitted to goon? 

Mr. Rotpan. No; I do not think there is enough now. 

The Cuatrman. If there were more Federal participation in it, 
would you still have the same objections you have now to the dual 
rate contract system ? 

Mr. Rotpan. It is hard for me to answer that because it has not 
happened yet. I would say that if our Government regulated or took 
an active hand in the control of the conference that I would probably 
have less fear. 

The CHarrmMan. Now, there is one more thing that interests me. 
That is your difficulty in getting copies of the tariff. 
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Mr. Rowan. Yes, sir. 

The CHarrman. Of course, you have to buy it but you say that 
when you ask for it you do not get a response from the application, 

Mr. Rotpan. I have never officially asked for a tariff by letter. 

The Cuairman. Is there some place in St. Louis that you could go 
to ascertain what the tariffs are ? 

Mr. Rotpan. Probably half of the lines that we use do have offices 
in St. Louis. 

The Cuarrman. And the tariffs are available there? 

Mr. Rowpan. And the tariffs are available there but our office js 
11 miles from their office and it is not always convenient to spend a 
half day to go down and look. 

However, they are always willing to help. If you call them on the 
phone they will give you the necessary information and you can take 
their word for it. They are not going to mislead you, I am sure. 

The Cuarrman. Do you not have to do a little something like that in 
domestic freight to ascertain what the rates are ? 

Mr. Roupan. Most of inland.transport has given us their tariffs and 
even in export the airlines do. 

The Cuatrman. Do you ship by air? 

Mr. Rotpan. It is getting so that I can ship to some countries 
cheaper by air than by water. 

The CHarrman, That is interesting. 

Mr. Johnson? 

Mr. JoHNson. Are the products carried by your company for the 
most part manufactured in the St. Louis area? 

Mr. Rotpan. For the most part, yes, sir. 

Mr. Jounson. Prior to your appearance here today, did you have 
the opportunity to talk with several of the manufacturers? 

Mr. Rotpan. On this specific subject ? 

Mr. JonHnson. Yes. 

Mr. Rotpan. No,sir. I did not. 

Mr. Jonson. So that you are voicing the opinion more of your 
own company here today # 

Mr. Rotpan. I am voicing my own opinion exclusively and the 
only authority I have is that the companies that we represent trust 
our judgment implicitly for the handling of their name, reputation, 
and brands in world trade. 

Mr. JouHnson. Does your company represent the Day-Brite Light- 
ing Co. of St. Louis? 

r. Rotpan. No, sir, we do not. 

Mr. Jounson. You do not handle any of their products? 

Mr. Rotpan. Day-Brite, no, sir. 

Mr. Jounson. In your testimony you refer also to agricultural 
products, raw materials, bulk products. For the most part you handle 
none of those ? 

Mr. Rotpan. No, sir, we do not. 

Mr. JoHnson. That is merely an opinion in your statement here? 

Mr. Rotpan. Yes. 

Mr. Jounson. Also as to preparation of a uniform commodity rate 
tariff, actually is there any legislation that you could suggest to ap- 
proach this? 

Mr. Rotpan. I do not know how the airlines do it. I think they 
are a.little bit.more.realistic.than the ocean carriers. The airlines 
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do not particularly care what you ship so long as it is within a physical 
evaluation and dangerous category, and they figure they are selling 
so much space in that plane and as long as it is filled and they get a 
certain amount of money for the distance it is carried, they can estab- 
lish a tariff on that basis. 

In addition to their overall tariff, they do have several specific 
commodities, and I do not know how all the airlines in the world 
manage to get the same commodities but they have and it is very 
helpful for the shipper to know. 

Mr. JoHnson. What percentage of your products are handled by 
the airlines for export ? 

Mr. Roxtpan. I would say probably about 10 percent and this is 
almost exclusively to the Caribbean area. 

Mr. Jounson. Are they more uniform in the air traffic ? 

Mr. Rotpan. 100 percent uniform. 

Mr. Jounson. And your schedule or classification is better classified ? 

Mr. Rotpan. Oh, much better, yes. 

Mr. JoHNsON. At page 2, you leave the thought that perhaps some 
of the American-flag lines participating in the various conferences are 
benefiting foreign manufacturers. Do you have any specific cases? 

Mr. Rotpan. No; the point that I tried to make there wasthis. Our 
customers have told us that merchandise that we ship to them can also 
be purchased from Western Europe and some of the lines from Western 
Europe to the destination of these customers are carrying the same 
cargo we are shipping from here but they are carrying it at a lower 
rate from Western Europe. 

The point that I was making is that it seems to me that if they can 
carry cargo a given distance between certain ports, they should be 
able to do it sailaeenls 

Mr. Jounson. So that actually your statement resolves itself to 
criticism of the rate that you are being charged ? 

Mr. Roipan. This is one criticism. 

Mr. Jounson. But for the most part your whole statement deals 
with — the lack of uniformity or with too high rates; is that 
correct 

Mr. Rotpan. Generally, yes, but I also have other problems which 
I have brought out, such as the fact that in the case of Ecuador we are 
required to ship on certain flag lines because the customer pays a 
different consul fee and if we do not ship on that line and he pays a 
higher fee, he will deduct it from our payment. 

Mr. Jounson. How could the conference correct that? 

Mr. Rotpan,. I doubt if they could. 

Mr. Jounson. In your testimony, you stated that you were not con- 
cerned with the 10-percent differential. 

Mr. Rotpan. No, sir. 

Mr. Jounson. So that actually, dollarwise, it is not the rate cost that 
concerns you? 

Mr. Rotpan. I am not sure I understood what you said. 

Mr. Jounson. You made statements in your testimony complaining 
about rates generally and, on being questioned, stated that you were 
not too concerned with the 10 percent. 

Mr. Roxpan. I only said that for one reason. The 10-percent dif- 
ferential on the contract system does not worry me. But, it may be 40 
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percent later. I do not know. It is 10 percent now. This is not to 
say that it might not change. That is not the aspect of a pairooae 
contract that worries me because if it is only 10 percent, I could in 
some cases afford to pay a 10-percent differential. It is the other 
provisions of the contract that worry me, not the 10-percent aspect, 

Mr. Jounson. You spoke, of course, of the penalty provisions, 

Mr. Rotpan. Yes, sir. 

Mr. JoHNson. Now, to what degree do you consider the stability 
of service rendered by the conference lines in the proper operation 
of your business ? 

Mr. Rotpan. Oh, I think that the dependability of sailings of prae- 
tically all carriers ‘that we use is good. I have no complaint what- 
ever about any sailings of any line. 

Mr. Jounson. For the record, would you state that if the Congress 
did not permit the tying dual rate under the conference system that, 
in your opinion, there would be that stability of service guaranteeing 
to your people the normal sailings and normal ports? 

Mr. Rotpan. With free competition I have no fear that there will 
be ample sailings for all areas. It is only without free competition 
that I fear the frequency of sailings may drop. 

Mr. JoHnson. When you say “ample,” ” what you mean is ample sta- 
bility of sailings? 

Mr. Rotpan. Frequency of sailings. 

Mr. Jonnson. Frequency ? 

Mr. Roupan. Yes. 

Mr. Jounson. You conclude in your statement that the operation 
of the conference system with the dual rate system is encouraging 
competition on the part of foreign steamship lines. 

Mr. Rotpan. What was that again, sir? 

Mr. Jonunson. I say that you have criticized somewhat the lack of 
so-called free competition. 

Mr. Rotpan. Yes. 

Mr. Jounson. Yet, in your statement you set forth the opinion 
that the umbrella of the high rates has encouraged new competition, 
which seems to be contradictory. 

Mr. Rotpan. No; it is not contradictory. The umbrella of high 
rates has enabled many of these smaller countries to charter vessels 
and set up a merchant marine and that is competition for the steam- 
ship industry basically. It is a problem for me because I begin get- 
ting these requests that I have to use this vessel or that flag or what 
not, and the more of these countries that get a merchant marine the 
more of these requests I am going to get. 

Mr. Jonnson. If you had a strong conference, would that not inure 
to your benefit 7 the very basis which you have just stated ? 

Mr. Rotpan. I do not think you can stop this with or without a 
conference. Nationalism is spreading worldwide, and creating a 
favorable economic atmosphere for them to operate in is more likely 
to encourage them to do it even more. 

Mr. Jonnson. That is all, Mr. Chairman. 

The Cuatrrman. Counsel. 

Mr. Cowen. Mr. Roldan, the airfreight formula is worked out at 
so much per kilogram per kilometer. Is that the basis? 
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Mr. Rotpan. No; basically they operate on the American pound 
basis. I am sure it is converted to kilograms by the foreign lines, but 
they go on the pound basis. 

Mr. Cowen. So much per pound per mile? 

Mr. Roupan. I think that is the way they must figure it. 

Mr. Cowen. And I believe you stated that most any export product 
within certain limitations, of course, is carried at the same basic rate? 

Mr. Roupan. That iscorrect, sir. In other words, if I were shipping 
a barrel of bolts by air, they would only be concerned with the size 
of the barrel and the weight of the barrel and contents and valuation 
so long as it would not go beyond certain limits. It would not matter 
whether I had bolts in there or hairpins or even milk in there, you 
see, because they are just carrying the barrel. The contents are not 
of particular importance to them unless a specific commodity rate is 
involved. 

Mr. Cowen. On page 1, the last sentence in the third paragraph, 
you say : 

I do not feel that the various steamship conferences have made a realistic 
study of the needs for reasonable ocean freight rates on manufactured goods. 
Do you mean by that, sir, that you do not think the conference rate on 
a manufactured product is realistic, based on realism—or rather that 
it isan artificial rate? 

Mr. Roupan. I think it is an artificial and arbitrary one. Manu- 
factured goods generally move in smaller volume than do bulk com- 
modities and grain and things of this nature and, naturally, the steam- 
ship industry feels that in all justification, because there is a smaller 
volume eivlied: they can charge a higher rate for it and invariably 
we pay the highest rates. Many of my goods are carried under general 
cargo rates. 

Mr. Cowen. You say that your companies are signers of contracts. 

Mr. Rotpan. Yes, sir. 

Mr. Cowen. And you say that in the various conferences with 
whom they are signatory that their product is put in a different 
classification in almost every conference. 

Mr. Rotpan. That is correct, sir, not all of the commodities but 
many of them are. 

Mr. Cowen. Many of them are declared to be various things in 
various conferences rather than having a basic rate on it? 

Mr. Rotpan. That is correct, and many times they will drop one of 
them from the tariff. In other words, I may be shipping under a 
commodity rate in a tariff today and next week, I find out that that 
commodity is not in the tariff any more. They have just dropped it.. 

Mr. Cowen. On page 2, the second sentence, you say : 

However, to a neighboring country we may ship that same product at a rate. 
that may be more than double. 

Do I understand from that that you are shipping by conference line 

to two countries in South America and that to the one country the one 
roduct has a rate and to the neighboring country, which might only 
ea hundred miles away, the rate would be doubled # 

Mr. Rotpan. That is correct. 

Mr. Cowen. On one specific product carried on the same ship ? 
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Mr. Rotpan. That is correct. This happens. We also have the 
case where we can ship, for instance, steel-leaf springs. We can ship 
steel-leaf springs to the Middle East cheaper than we can ship them 
to the Caribbean and these same leaf springs may go to one country 
in the Caribbean at one rate and to another country at a different 
rate. It may not be double in this particular instance, but in this 
commodity it is. 

Mr. Cowen. You mean carried on the same ship under the same 
basic conference rate and to a neighboring country, if not doubled jt 
may be much higher? 

Mr. Rotpan. That is correct. In other words, the difference in the 
travel time and port changes do not seem to justify the differences in 
the rate between the two ports. 

Mr. Cowen. That is all. 

Mr. Casey. Mr. Chairman. 

The CHatrman. Mr. Casey. 

Mr. Casey. There is one correction that I think ought to be made 
here if it is a correction. On your indication on the classification of 
stoves, did you say that was the SAF Marine? 

Mr. Rotpan. Yes, sir. 

Mr. Casey. You were under the impression that it belonged to a 
conference ? 

Mr. Rotpan. Not SAF Marine but the lines or the company that 
operates the SAF Marine operates in several conferences different 
vessels on different names. 

Mr. Casry. The States Marine is agent for SAF Marine; is that 
correct ? 

Mr. Rotpan. I assume that is correct. 

Mr. Casey. But I want to get it straight that this is not a States 
Marine Isthmian ship. It is SAF Marine. It is my understanding 
that SAF Marine does not belong to any conference and they are 
foreign-flag ships, not American ships. 

Mr. Ronan. If that is an abbreviation of States Marine, that could 
be true. 

The Cuarrman. That is not an abbreviation of States Marine. It 
is an abbreviation of South African Marine. 

Mr. Roupan. I beg your pardon. I have that wrong. 

Mr. Casey. I wanted to get that correct. 

The CuairMan. It is one of the associates of States Marine op- 
erated under a foreign flag. 

Mr. Roupan. I see. States Marine operates that and also operates 
other lines which are conference members; is that correct ? 

The Cuatrman. They have varied operations. They are in and 
out. 

Mr. Casey. So your complaint there is based on a misunderstand- 
ing of the status of this SAF Marine. 

r. Rotpan. Yes. I did not mention the name of the line. I was 
thinking of States Marine because they are the people that I dealt 
with and they are the people that notified me that they would take 
the cargo at the same classification. 

The Cuarrman. Mr. Downing. 

Mr. Downinea. Mr. Roldan, in the last paragraph of your state- 
ment you say that some conference members wear the “conference 
shoe” on one foot and the “tramp shoe” on the other. 
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Do you mean to imply that they will lease their vessels for non- 
conference competition ? 

Mr. Roxtpan. They do. 

Mr. Downina. They do? 

Mr. Rotpan. Yes, sir. 

Mr. Downtne. Could you cite an example of that? 

Mr. Rotpan. I do not know of any names of any ships but I was 
told just recently that practically all conference carriers, and to name 
a line, Grace Line, had chartered out some of their vessels for non- 
conference operation. 

Mr. Down1nea. From the same ports ? 

Mr. Rotpan. This I could not say, sir. 

The Cuairman. Well, the Maritime Board gives a permit for a 
ship to be withdrawn from a trade route and put on special cargo, if 
that is what you mean. 

Mr. Rotpan. Yes, sir. In other words, they can, you see, operate 
either this vessel in the conference or, if economic conditions force 
them to take vessels out for insufficient cargo, they can charter it out to 
someone else to operate in a different route. 

Gentlemen, I would like to make this one statement and I hope 
that you will bear with me on it. 

You must understand that I am not a professional in ocean 
transportation. 

The CuarrMan. You have been a good witness. 

Mr. Roxtpan. I do not know all the ramifications. I cannot be an 
expert in everything. We try to do a little bit of everything in 
foreign trade and I am not as qualified to speak against this subject 
as I am sure the steamship industry is to speak for it because it is 
exclusively their business. They are true professionals in it. I am 
something of an amateur in it. I have done the best I can to express 
in my way the problems that we have resulting from this, you see. 
I do not pose as an expert on it. I am just an American exporter 
that has problems and I am trying to give you the benefit of my 
experience and problems as best I can. 

The CuarrMan. Thank you very much. 

Mr. Rotpan. Thank you, gentlemen. 

The CuatrmMan. Mr. Neuert. 

You may proceed. 


STATEMENT OF HANS NEUERT, PRESIDENT, NEUERT, WILTON & 
ASSOCIATES, INC., CHICAGO, ILL. 


Mr. Nevert. Mr. Chairman and gentlemen, I am an exporter and 
have been in Chicago for 14 years. We handle the exports of about 30 
manufacturers of the Midwest area. Our annual volume is approxi- 
mately $2 million. Small- and medium-sized American industries, 
many strongly depending on their export sales, are losing ground in 
many of their export markets because of strong quality competition 
from European countries and from Japan at lower prices. This 
situation is more aggravated by the high shipping cost the American 
manufacturer has to add to his factory price compared with often 
considerably lower freight rates by nonconference steamship lines 
abroad, particularly originating from Europe. 
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I fully recognize, on the other hand, the necessity of adequate 
penne for the American merchant marine, for economic and mili- 
tary reasons, and, if I may add, that this protec tion should not be 
given by the American Government only, but also by the shippers, 
I shall, therefore, at least for the time being, refrain from any objec- 
tion to the conference contract dual-rate sy stem, assuming that the 
conferences will give due consideration to cases of hardship and make 
reasonable freight-rate adjustments when American manufacturers 
can prove that the placement of foreign orders for their product will 
depend entirely on such adjustment of shipping expense. 

If I may add here, our experience in the past has not been too 
good in this respect, but I believe we can correct it without Govern- 
ment help. 

The main reason for my request to testify in this matter, however, 
is the indicated possibility that conference contracts at some future 
time might commit the American shippers who signed these contracts 
to ship ‘exclusiv ely on conference boats, irrespective of the property 
status of the individual shipment. 

If a foreign customer has bought merchandise in this country, hag 

paid for it by prepayment, letter of credit, through his confirming 
ae or in any other way, and if, consequently, the title to this mer- 
chandise has passed to him in this country, he must have the right to 
have this merchandise shipped in accordance with his wishes and in- 
structions. Without specific instructions otherwise, the American 
shipper will use conference lines because he is interested in assisting 
them in any possible way. If the foreign customer and owner of 
this merchandise, however, insists on having this merchandise shipped 
by a nonconference line or even by a tramp steamer, his American 
supplier must be in a position to follow his customer’s instructions 
without exposing himself to legal difficulties with the conferences and 
without any methods of circumvention of his own conference con- 
tracts. I repeat, this refers only to merchandise for which the title 
has passed to the foreign buyer in this country and for which the for- 
eign buyer explicitly issues instructions for the use of other than con- 
ference lines. 

If we should refuse this right to the foreign customer or even refuse 
to act on his behalf, carrying out his instructions, we shall surely lose 
him and many of his colleagues to our competitors in Europe and in 
Japan who today gladly take advantage of every opportunity to 
prove that they can supply quality merchandise at lower prices, at 
lower shipping cost, and with better service than available from the 
United States. 

Now, Mr. Chairman, if I may make a remark here after what I 
heard I would like to say this: T ‘he problems that we discuss here are, 
in my opinion, surely not problems of freight rates and steamship 
lines only but of American labor against ‘foreign labor. Foreign 
labor profits by our labor rates and the difficult task for the entire 
American economy and the American Government is to so improve 
efficiency and service and operate so economically, and I repeat that, 
so economically, as to enable us to stay in business and keep our labor 
force employed on land and on the seas in spite of the lower wage 
foreign competition. 

There is room enough in the world for all of us if we, American 
labor and industry, have sense enough now not to cut our own throats 


ha 
fa 


hh 
de 
ca 


hs 
he 
th 
th 
at 


fa 
ra 


W 
th: 





STEAMSHIP CONFERENCE STUDY 1057 


by an insatiable appetite for higher wages, fringe benefits, shorter 
pours, and higher profits; and I believe this can be done. , 

The CHarrMAN. Well, this latter part of your statement is beyond 
the supervision of this committee. 

Mr. Nevertr. Yes, Mr. Chairman, but I just wanted to draw the 
scope a little further so that we should not lose sight of it. 

The CuatrMAN. In all probability that is what has got us into this 
plight. 4 

Mr. Neverr. Absolutely. 

The Cuairm4n. You spoke of these foreign purchase shipments 
with directives. There might be in the conference a flag ship of the 
nation. 

Mr. Neverr. Yes. 

The CuatrMAn. You do not have to ship it on an American-flag 
ship but on any ship of that conference. 

Mr. Neverr. Yes, but, Mr. Chairman, it happens once in a while 
that because of the exchange situation we demand payment here so 
that the customer pays for it and then gives us instructions to ship 
by an obscure line or a line that definitely is not in the conference, be 
it an American line or be it a foreign line, and if it is his property, I 
feel we have to follow his instructions without getting into legal 
entanglements with the conference. 

The Cuairman. This has been mentioned many times before during 
the hearings, and certainly the committee is going to give great 
consideration to the point you raise. 

Mr. Garmatz ? 

Mr. Garmarz. Mr. Chairman, I have just one question. 

Mr. Neuert, in your second paragraph, speaking about the dual 
rate system, you say : 

* * * assuming that the conferences will give due consideration to cases of 

hardship and make reasonable freight rate adjustments when American manu- 
facturers can prove that the placement of foreign orders for their product will 
depend entirely on such adjustment of shipping expense. 
In other words, you are in hopes that the American manufacturer 
will complain to the conference people. Did you hear the earlier 
witness say that the manufacturers he represented did not seem to 
do too much? He was handling all of their advertising. 

Mr. Neverr. We do that, too. 

Mr. Garmarz. Do you not get any support at all from the Ameri- 
can manufacturer ? 

Mr. Neverr. The American manufacturer today who can count 
with exports up to $500,000 is better off if he takes an exporter to 
handle his exports because the situation has become so complex that 
he cannot afford to do that but this is irrelevant in thiscase. Whether 
the manufacturer contacts the conference or his exporter contacts 
the conference there is no difference, but the conference should pay 
attention to the fact that if the freight rate is really the decisive 
factor as to whether a shipment goes or does not go, the conference 
is better off to reduce the rate and get a shipment than to hold the 
rate and get no shipment. 

The Cuairman. Representatives of conferences have said that. 
We are hoping that you are going to get a better cooperation after 
this series of hearings has been completed. 
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Mr. Neverr. I am sure, Mr. Chairman, we shall, and somewhat 
in contrast to my predecessor in this chair, I feel that the Goverp. 
ment should be kept out of that as far as possible because if we put 
too much on the Government then the Government will take over 
much more than we like. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I will pass. 

The Cuairman. Mr. Glenn. 

Mr. Gurenn. I have one question. 

Mr. Neuert, I take that you believe an escape clause in a confer. 
ence contract permitting you to ship at the request of your buyer 
would be sufficient to meet your needs ? 

Mr. Nevert. Not quite so, Mr. Glenn. I do not want an esca 
clause. I want the conference contract written so that it is cleaily 
understood that as soon as the merchandise is paid for here, and, mind 
you, I put the emphasis on “paid for” because you do not want to 
open the back door, as soon as merchandise is paid for here and the 
title passes to the foreign customer, it is his merchandise and the 
conference has no say about it, so no escape clause, but make it clear 
what the contract covers. 

Mr. Guenn. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Neuert, what have been your dealings with these 
conferences? What type of reception have you received with refer- 
ence to complaints? Have you been notified of any rate increases? 

Mr. Nevert. Well, we usually receive information about rate in- 
creases. 

Mr. Garmatz. Are you notified of them ? 

Mr. Nevert. We have no difficulties with them. We applied once 
for a rate decrease because of such competitive situations and we 
were turned down. I did not follow it up any further. I found 
other ways and means to straighten it out. 

Mr. Garmarz. But you are notified of a rate increase? 

Mr. Nevert. Yes, we are. 

The Cuarrman. Mr. Downing. 

Mr. Downrne. I have one question. 

Approximately what percentage of the time does your foreign 
consignee request shipment on a certain line? 

Mr. Neverr. Very seldom. I could not put it in a percentage but 
very seldom. 

Mr. Downinc. Thank you, sir. 

The Cuarrman. Mr. Casey. 

Mr. Casry. Mr. Neuert, you say the situation is more aggravated 
by the high shipping costs the American manufacturer has to add 
to his factory price compared with often considerably lower freight 
rates by nonconference steamship lines abroad, particularly origi- 
nating from Europe. Since we subsidize the lines, why should it 
beso much higher? Have you any idea? 

Mr. Neverr. Well, Mr. Casey, I would not want to be in the shoes 
of the steamship lines here with the labor rates they have to pay. 
Even with the subsidies they get, even with the conference rates 
they have, I think they have a rough time. 

I would not say that there would not be room for more efficient 
and more economical operations but our labor cost is what causes the 
higher freight rates. 
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Mr. Casey. I know that but theoretically we are supposed to try 
and put them on an equal footing with the foreign ship line by this 
subsidy. 

Mr. Neverr. Mr. Casey, if you have followed the development of 
labor rates in this country against the labor rates in foreign countries, 
ou know why we cannot do that any more and the Norwegian Steam- 
ship Lines, for instance, put up a very strong argument saying it is 
wrong to claim that seamen have a much lower standard of 
living on Norwegian boats than the American seamen have on Ameri- 
can boats, but you cannot single out the American seaman and say 
he gets too much. Our whole labor force in the country has reached 
the point where we cannot go any further. I do not say that we have 
to go back but we cannot go any further and then we have to learn 
how to cut corners and still maintain our good service and then we 
might succeed in competition with the foreign lines. wer 

Mr. Casry. This is advice you are giving to the steamship lines, 
is that right ? 

Mr. Neverr. Indeed. 

Mr. Casey. In other words, you are not telling us to do any- 
thing. You think this is something in which the industry itself 
should take the initiative. 

Mr. Neverr. Mr. Casey, if you want to spread it further, this is 
advice I give the entire American industry. 

Mr. Casry. All right. 

Now, in the instance where you said that you made an application 
for a rate reduction but nothing occurred and you found some other 
way to work it out, would you mind telling me how you worked it 
out? 

Mr. Neverrt. I took it out of my own pocket. 

Mr, Casey. In other words, the rate was paid. That is the way 
you worked it out ? 

Mr. Nevertr. That is right. 

Mr. Casey. Thank you. 

The Cramman. Mr. Johnson 

Mr. Jonnson. For the most part, what type of products are han- 
dled by your company ? 

Mr. Nevert. We handle a wide cross section of consumer products. 
We are the export department of Webcor phonographs and tape re- 
corders. We handle a number of photographic and motion picture 
lines. We handle a number of household appliances and products. 
We also handle conveyors and other industry products. 

Mr. JoHnson. What percentage do you ship by air. of those prod- 
ucts? 

Mr. Nevert. We ship a rather substantial volume by air to our 
near South American countries. 

Mr. JoHNson. On your overall operation, what percentage is it? 

Mr. Neverr. You have me here, sir. For this I would need my 
traffic manager to tell you. If I estimate it roughly, let me say we 
ship about 10 percent by air. 

Mr. Jonnson. And do you find that your rate for the most part 
by air is substantially higher than the ocan rate? 

Mr. Nevert. Not in these cases, particularly not in the cases where 
we need reshipment. If we ship by ocean freight from here to Ven- 
ezuela or Colombia we have to usually ship by rail down to New Or- 











1060 STEAMSHIP CONFERENCE STUDY 


leans and then we ship by boat, and if we are going to Bogota we ship 
from the port in Colombia by rail or steamer to Bogota. If you adq 
it all up your air rate is not so much higher. 

Mr. Jounson. How many conferences would you say you are sig- 
natory to? 

Mr. Nevert. I would estimate about 30. 

Mr. Jounson. Of those conferences, is there more than one that 
serves the particular port to which you ship your products? 

Mr. Neverrt. I could not tell. 

Mr. JoHnson. You do not know. I am asking whether or not, in 
your opinion, there could be any consolidation of the conferences to 
eliminate the number. 

Mr. Nevert. I do not think that would make too much difference, 
If all that we get out of this is an understanding by the conferences 
that they have to give due consideration to hardship cases of Ameri- 
can industry, that is all we need. We do not need the Government 
for that. 

Mr. JoHnson. From your testimony, you have no complaint as to 
the service being performed by the steamship companies? 

Mr. Nevert. On the contrary. 

Mr. Jounson. It is merely a complaint as to the high shipping costs, 
particularly as to the freight rate? 

Mr. Nevert. That is right. 

Mr. Jounson. In your statement as to the nonconference steam- 
ship lines, what is the difference for the most part in the rates be- 
tween what you experience in the conference and nonconference lines? 

Mr. Nevert. I would estimate below the conference rate, the lower 
rate, these other lines might be 10 or 20 percent lower but we never 
know exactly what it is because, as you gentlemen probably know, 
business is done differently in different foreign countries, and, if a 
steamship rate is put on a bill of lading, that does not mean that the 
customer pays that rate. 

Mr. JoHnson. Iam not clear. You say that it runs 10 to 20 percent 
below the conference rate? 

Mr. Nevert. That is right,sometimes. I estimated that. 

Mr. Jounson. By the conference rate, did you mean the lower of the 
dual rates? 

Mr. Nevert. The lower rate. 

Mr. Jonunson. The lower conference rate. You say it is 10 to 20 
percent lower? 

Mr. Nevert. It might be that. 

Mr. Jounson. Do you feel that the stability of service would justify 
the increase that the conference ships receive ? 

Mr. Nevert. Absolutely. 

Mr. Jounson. So that, actually, there is not a great variation in 
your cost of transportation between the conference and nonconference 
ships? 

Mr. Nevert. I do not think it is so much. I believe much more 
that it is a battle, a fight going on now between conference lines and 
nonconference lines and I also believe that it is impossible to foresee 
what the situation would be if the conferences would be removed. 

I would shudder at the thought that we have a pirate situation 
prevailing thereafter. 
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Mr. Jounson. I have one further question. Have you been noti- 
fied of any increase or substantial increase in conference rates in the 
last few months or year? 

Mr. Neverr. Not so much in rates but in surcharges. 

Mr. Jounson. Would you explain that? 

Mr. Nevert. Well, due to port conditions where ships sometimes 
have to wait 2 weeks or 4 weeks even until they are unloaded, there 
are surcharges made on top of the conference rate. Sometimes they 
are announced and then are not even charged because the situation 
improves in these foreign ports. But, basically, we have not run into 
great difficulties as yet with respect even to the high freight rates 
and conditions. 

Mr. Jounson. I have no further questions. 

The CuarrmMan. That interested me. You say that the rate may 
be put on a bill of lading but that might not be the fee that is charged. 
Did you say that? 

Mr. Nevert. Well, Mr. Chairman, I said that. 

The CuarrMAn. What did you mean by that? 

Mr. Nevert. This does not go only for freight rates. That goes for 
a lot of things where in some foreign countries we might just face 
it as it is. A lot of things are put on invoices, on freight bills and 
what have you, and either rebates are made on that or, vice versa 
the price on there is shown lower than it is and the difference is pai 
on the side. 

I must admit that we unfortunately lose quite a bit of business 
because we do not indulge in such-methods but they are widespread 
and well known so that if you want to put your finger on real freight 
rates, you might find it difficult. 

The Cuatrman. To whom are these rebates and sidekicks paid ? 

Mr. Nevert. To foreign customers. 

The Cuarrman. They are paid to the customer that orders the 
freight ? 

Mr. Neverr. We will imagine in some foreign country that here 
is a customer who has his freight line right there and he makes an 
arrangement with them that they should ship. He sends us the money 
for the merchandise. It is his merchandise. He wants it shipped on 
that freight line. There is a freight billed on there of $250 officially. 
Maybe he wants to show that on his invoice he pays a higher price or 
whatever. Maybe that freight line, after the merchandise arrived 
and he paid the $250, writes out a check for $100 and hands it back 
to him. 

The Cuatrman. That freight might be possibly higher than one of 
the conference lines ? 

Mr. Neurrt. It could be. It also could be the other way around 
where they pay customs duty. I do not know whether that occurs at 
the moment but it could be that where you pay customs duty on the 
landed cost, that is, including freight rate, that your foreign freight 
operator puts on half the rate he really gets. 

Mr. Cuarrman. Do you have any questions? 

Mr. Cowan. I have one question. 

When you have gone to the conferences and informed them that due 
to foreign competition some of the products that you export are being 
priced out of the market, how have they reacted? Have they listened 
to you? 
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Mr. Nevert. I wrote a letter once and I got a fast answer, “Sorry,” 
and I did not pursue it any further. 

I will tell you where this problem mostly arises. It is where you 
have a bulky or heavy product at a low price. Then your freight rate 
is in absolute disproportion to the value of the merchandise and that is 
where your Europeans or Japanese come in if they are located closer 
or if they ship on lower freight rated steamers. 

Mr. Cowan. You had the one instance, you said. 

Mr. Nevert. Only one instance. 

Mr. Cowan. All right, sir. 

The CuHarrman. Mr. Zincke. 

Mr. Zrncke. With respect to f.o.b. or f.a.s, shipments, have you had 
any discussion with the conferences? Have you had any trouble? 

Mr. Nevert. No. Where we ship f.o.b. or f.a.s. port of exit, it is 
mostly merchandise that moves on sight draft or on similar terms 
where we retain the title until the merchandise is paid for abroad and 
there is no problem because in this case we tell our foreign customer, 
“We ship on the boats we decide on.” 

Mr. Zincxe. But you have had no trouble with the other type of 
- f.0.b./f.a.s. shipments where title passes at the pier? 

Mr. Nevert. Well, we had only a very few cases where the foreign 
customer insisted on shipping through another line and I believe we 
left that to our forwarders as to how they would handle it. 

The Cuarrman. Thank you very much, sir. 

Mr. Nevert. Thank you. 

The Cuarrman. Mr. de Uriarte? 

You may proceed, sir. 


STATEMENT OF IGNACIO M. de URIARTE, EXPORT MANAGER, 
MEXICO REFRACTORIES CO., DIVISION OF KAISER ALUMINUM 
& CHEMICAL CORP., MEXICO, MO. 


Mr. pe Urtarte. My name is Ignacio de Uriarte, I have been ex- 
port manager for the Mexico Refractories Co., since 1937. The Mex- 
ico Refractories Co., merged with and became a division of Kaiser 
Aluminum & Chemical Corp., on May 1, 1959. 

The Mexico Refractories Co., manufactures a complete line of 
fire clay, silica, and high alumina brick and shapes, with a wide range 
of refractory specialties such as high temperature mortars, heavy 
and lightweight castables, ramming mixtures and coating materials. 
During the past 5 years, our shipments have averaged between 10,000 
and 12,00 tons per year, going to some 28 countries in Latin America, 
Western Europe, Hawaii, and the Far East. We have signed con- 
tracts with 21 steamship conferences. Kaiser is one of the leading 
manufacturers of Periclase brick, ramming mixes and mortars, but 
I do not know where they export because we just recently merged 
with them. 

Prior to my connection with the Mexico Refractories Co., I acted 
as export clerk and export sales correspondent for Simmons Hard- 
ware Co., of St. Louis; Western Cartridge Co., of Alton, Ill.; and 
International Shoe Co., of St. Louis. I was with the latter concern 
from 1923 to 1937. 

I have had no experience in the import trade. 
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STABILITY AND UNIFORMITY OF OCEAN RATES 


In our line of business, uniform and stable ocean freight rates 
are not only desirable but imperative. While most of the sales ef- 
fected in this country for export are made on f.o.b. and f.a.s. basis, 
the majority of sales made by our sales organization outside of the 
United States are made on c.i.f. basis. 

A very large percentage of the brick and shapes we sell are manu- 
factured to order, requiring from 3 to 8 weeks for their manufacture, 
under normal conditions. In periods of excessive activity, our ship- 
ping promises have ranged from 4 to 6 months. Even today our 

Jants are oversold on certain items and we could not accept orders 
or shipment until the last quarter of this year. 

It is obvious from this that without fairly stable transportation 
charges, it would be impossible for us to negotiate a sale for ship- 
ment several weeks or months hence. We do not, of course, sell at 
firm prices. Our terms of sale protect us against any unexpected 
increase in prices or transportation charges. However, the stability 
afforded by the contract system of the steamship conferences enables 
us to present to our customers a very accurate picture of current 
delivered prices at the foreign port of destination, from which pos- 
sible increases can be closely estimated. 

Local inventories of our products are maintained by our distribu- 
tors in many foreign countries. We maintain extensive stocks in 
only one country, through a wholly owned subsidiary. 

A stable and uniform freight rate structure is of utmost im- 
portance to us because we sell an exceptionally heavy, low-priced 
commodity. In many instances, the cost of packing and shipping 
our firebrick to a foreign country is more than its sale price at our 
factory. If we had to haggle for freight rates every time we make 
a shipment, our cost of doing business would increase very mate- 
rially. AJl of our quotations would have to be made by phone or 
cable. 

The steamship conferences with whom we have contracts have cer- 
tainly provided us with dependable sailing schedules and stable rates. 
Rate increases were rather frequent right after the Second World 
War, but increases are now made at longer and longer intervals. 
The last three rate increases in the Gulf-Scandinavian service took 
place May 24, 1954, April 1, 1955, and February 1, 1957. Increases 
average 10 percent. In the Gulf-Antwerp service, the rate on fire- 
brick was increased February 1, 1956, to $17.25 per net ton, and on 
February 1, 1957, to $19 per net ton, but on December 8, 1958, rate 
was reduced to $17 per net ton. 


FLEXIBILITY OF RATES TO MEET FOREIGN COMPETITION 


As is the case with many other commodities, our prices in many 
foreign markets are higher than those of our foreign competition. 
We have maintained our sales abroad in certain cases because of great 
quality superiority and in others because our foreign competitors did 
not have the capacity to supply the demand in world markets. The 
gap is being closed in both cases. Our foreign competition has im- 
proved the quality of their products and has also increased their 
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capacity. Their lower prices are making it more difficult for us to 
sell abroad. 

I believe steamship conferences could make their rates more flexible 
by permitting the shipper to appear in person to appeal a freight 
rate. At the present time, shippers are allowed to apply for lower 
rates in writing. If the application is refused, there is not much a 
shipper can do to argue his case. 

I do not believe that all carriers should charge the same rates be- 
tween the same ports. Certain commodities which are usually ex- 
ported in very large quantities lend themselves to negotiated rates, 
Others, like refractories, are better off having regular sailings and 
uniform freight rates. I believe the present system, with conference 
and nonconference steamers serving international trade, works to the 
advantage of all concerned. Conference steamers assume the obliga- 
tion of regular sailings and are bound to have higher operating costs 
than nonconference steamers. Those of us who prefer conference 
steamers have no right to impose the conference system on those ex- 
porters who can be served better by nonconference steamers. Besides, 
I believe the existence of lower nonconference rates is economically 
healthy. It is bound to act as a deterrent to conferences fixing rates 
at levels higher than they should be. 

I do not recall any instance of having lost an order to a competitor 
because of nonconference steamer rates. This may have happened, 
of course, but it has never come to my attention. 

We have received rates from nonconference steamers which were 
from 10 to 25 percent lower than the conference rates. Very, very 
few of our customers have taken advantage of nonconference steamer 
‘ates, feeling perhaps that the conference lines offered greater security 
as to regular sailing schedules or proper handling of cargo. ‘ 


QUALITY OF SERVICE 


Since we have not used nonconference steamers, I cannot compare 
their care and skill in handling cargo with that used by conference 
steamers. Our commodity is not only heavy but is subject to break- 
age, and careful handling is imperative. With surprisingly few 
exceptions, the conference lines that handle our shipments do an 
excellent job. 


SUGGESTED IMPROVEMENTS OF THE CONFERENCE SYSTEM 


1. Permit shippers to appear in person before the secretary of the 
conference, or a committee appointed by the secretary, to study 
changes in rates. 

2. Strive for a more uniform classification of commodities and rate 
assessment by (a) having conferences exchange information among 
themselves; (2) consulting with leading exporters of an industry to 
simplify and standardize classifications. 

<xamples: Most conferences have a rate for firebrick and shapes 
based on weight or measurement, which is satisfactory to our industry. 
Other conferences have two rates—one for firebrick and one for fire- 
brick shapes. Since all brick are in effect “shapes,” such as classifica- 
tions are impractical and confusing. 
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Some conferences charge the same rate for firebrick, mortars or clay, 
while others have different rates for each commodity. Some charge 
a higher freight for material in sacks, others a higher rate for mate- 
rials In drums. 

3. I believe all steamship companies should show clearly on their 
sailing schedules and other advertisements, the names of the confer- 
ence they are members of, or clearly state that they are nonconference 
lines. 

4, Steamship conferences should publish and sell their tariffs, so 
that shippers can examine them, and contest inadequate classification 
and rates. Due to lack of published tariffs in some cases, we have 
found, on occasions, classifications which we did not know existed and 
which, if used in declaring some of our products, would have resulted 
ina lower rate of assessment. 

The CHarrman. I take it from the last point, No. 4, that you have 
had difficulty in securing copies of the conferences’ tariff rates ? 

Mr. pe Urrarre. Some conferences tell you that they do not publish 
tariffs. 

The Cuarrman. Can you give for the record the names of these con- 
ferences ? 

Mr. pE Urtarte. No, I cannot. There is quite a number of them. 

The Cuarrman. Could you get that information from your office 
and forward it to the committee ? 

Mr. pe Urtarre. I would have to investigate with the conferences 
themselves. In other words, this has happened for some time. We 
have used in foreign commerce a different system than we use in 
domestic sales. In domestic, we have a traffic department that gets 
the tariffs of all the railroads and studies them and can therefore serve 
as the traffic department. 

In the steamship service, however, since so many conferences do not 
publish the tariffs, you have to depe snd on the steamship lines them- 
selves to give you the rates, and that works against the shipper for 
this reason: We have three basic classifications. When we ask the 
steamship company for a rate we say, , Give us the rate on firebrick, 
on fire clay, and on bonding mortar.” That usually covers all the 
products that we make, w hich are very numerous. 

However, we have found that some conferences had a rate on plastic 
frebrick which is a combination of fire clay combined with water. 
It is mixed like a putty ready for use. That rate was lower than the 
classification on fire clay although it is a more expensive product. 

In this classification there seems to me no rhyme or reason as to the 
rates assessed by some conferences. In other words, the value of the 
merchandise is not taken into consideration apparently, nor is the way 
the material is packed. That is whether it is subject to losses by 
leakage or by breakage. You would think that materials shipped in 
bags which are more prone to be damaged would cost more but they 
do not. They cost less in some cases than in steel drums. We ship 
some materials in steel drums like wet cement. In some conferences 
they merely make a difference as to whether the material is packed in 
bags or in drums and then they change the rates. 

The Carman. You could assist the committee by having your 
shipping department let us have the names of the conferences from 
which you are unable to get the tariffs. 
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Mr. pe Uriarre. I will be very glad to. 
The Cuarman. If you do that, I will appreciate it. 
(The information referred to follows :) 


THE INDIA, PAKISTAN, CEYLON & BURMA 
OUTWARD FREIGHT CONFERENCE, 
New York, N.Y., June 3, 1959, 
MExIco REFRACTORIES Co., 
Mezico, Mo. 
(Attention Mr. I. M. de Uriarte, manager, export department). 

GENTLEMEN: I have your letier of June 1 requesting a copy of the tariff er. 
rently in effect in this trade. 

The tariffs of this conference are distributed to member steamship lines only 
and are not available to the general public either on a subscription or any other 
basis. Copies of the tariff are, of course, on file with the Federal Maritime 
Board, Washington, where they may be freely consulted at any time. Individual] 
rates are always available on application to the member lines or to this office, 

This conference maintains the contract/noncontract rate system, which is de 
signed to advise shippers of current rates on any commodities in which they are 
specifically interested and to keep them advised of any increases in these rates, 
Inasmuch as you already have a contract, rate Supplements covering the com- 
modities in which you are interested are attached thereto. 

Yours very truly, 
J. M. PHILLIps, Secretary. 


TRANS-ATLANTIO ASSOCIATED FREIGHT CONFERENCES, 
New York, N.Y., June 8, 1959. 


REQUEST FOR TARIFFS 
Mr. I. M. pE URraArte, 
Mevxico Refractories Co., Export Department, 
Mevico, Mo. 

Dear Sirs: Receipt today is acknowledged of your six letters all dated June 

1, 1959, addressed to— 
North Atlantic Baltic Freight Conference. 
North Atlantic Continental Freight Conference. 
North Atlantic French Atlantic Freight Conference. 
North Atlantic United Kingdom Freight Conference. 
North Atlantic Mediterranean Freight Conference. 
Atlantic & Gulf Red Sea & Gulf of Aden Freight Conference. 

I regret to advise you that tariffs of the aforementioned conferences are pres- 
ently not available to shippers. 

However, if you will advise the commodities you export from North Atlantic 
ports of loading to the aforementioned trades, we shall be glad to furnish you 
with the current rates. 

Very truly yours, 
C. R. ANDREWS, Chairman. 


ASSOCIATED LATIN AMERICAN FREIGHT CONFERENCES, 
New York, N.Y., June 8, 1959. 
Mr. I. M. bE URIARTE, 
Manager, Export Department, 
Mexico Refractories Co., 
Mezico, Mo. 
Dear Mr. UrtArteE: Thank you for your letters of June 1, 1959, addressed to 
the following conferences: 
Atlantic & Gulf/West Coast of Central America & Mexico Conference, 
Atlantic & Gulf/Panama Canal Zone, Colon & Panama City Conferences. 
U.S. Atlantic & Gulf-Venezuela and Netherlands Antilles Conference. 
U.S. Atlantic & Gulf Ports-Jamaica (B.W.I.) Steamship Conference. 
Atlantic & Gulf/West Coast of South America Conference. 
East Coast Colombia Conference. 
Santiago de Cuba Conference. 
Havana Steamship Conference. 
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Tariffs covering ocean freight rates as issued by each of the foregoing con- 
ferences are available to all the public at a subscription price of $8 per copy 
which includes all changes in each tariff during the life of the issue. 

Since we do not maintain a billing department, we should appreciate receiv- 
jing your check to our order in the proper amount to cover as many copies of the 
several conference tariffs as you may desire to receive. 

Yours very truly, 
A. J. Pascu, Chairman. 


RIVER PLATE AND BRAZIL CONFERENCES, 
New York, N.Y., June 8, 1959. 
Subject: Freight tariff. 
Mr. I. M. DE URIARTE, 
Manager, Export Department, 
Mexico Refractories Co., 
Mewico, Mo. 

Pear Sir: We wish to acknowledge receipt of your letter of June 1, 1959, 
concerning our freight tariff. 

We regret to advise we are not authorized to make general distribution of our 
freight tariff and it is only made available to our conference member carriers, 
their agents, and Government regulatory bodies. 

You are advised of changes in rates for firebrick as covered by the rate sup- 
plement attached to your shipper’s contract agreement No. 1164. If additional 
rates are required they may be secured upon request from any of our member 
lines or their agents and the tariff may be reviewed by appointment with 
any of the previously mentioned authorized parties including, of course, at the 
conference office. 

Very truly yours, 
K. D. THORNTON, General Traffic Manager. 


GULF AND SoutH ATLANTIC Havana STEAMSHIP CONFERENCE, 
New Orleans, La., June 3, 1959. 
Mr. I. M. DE URIARTE, 
Manager, Export Department, 
Mexico Refractories Co., 
Mezico, Mo. 

DEAR MR. DE URIARTE: We have your letters of June ist to this conference 
and the Gulf and South Atlantic-Cuban Outports Conference requesting in- 
formation in connection with the availability of our tariffs. 

“Freight Tariff No. G-11” of the Gulf and South Atlantic Havana Steam- 
ship Conference is available to shippers at a cost of $10 per copy. “Freight 
Tariff No. O-4” of the Gulf and South Atlantic-Cuban Outports Conference is 
available to shippers at a cost of $8 per copy. Both prices include subscription 
to all current and future corrections and supplementary matter. 

Upon receipt of advice from you as to the number of copies you will require, 
we shall be glad to forward these tariffs immediately. 

Yours very truly, 
Frep D. Hitz, Chairman. 


UNITED STATES ATLANTIC & GULF-PUERTO RICO CONFERENCE, 
New York N.Y., June 4, 1959. 
Mr. I. M. pe URIARTE, 
Manager, Export Department, 
Mexico Refractories Co., 
Mezico, Mo. 


Dear Sir: In answer to your letter dated June 1, 1959, wish to state that 
we shall be pleased to furnish you with copies of our tariffs embodying rates 
between U.S. Atlantic and gulf ports and ports of call in Puerto Rico. 

The cost of an annual subscription to one “Outward Freight Tariff No. 7” is 
$5 and the “Homeward Tariff,” $3. If you will favor us with your remittance 
to cover, we shall be glad to do the needful. 

Yours very truly, 
J. W. bE Bruycker, Secretary. 
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GREAT LAKES OVERSEAS FREIGHT CONFERENCE, 
Chicago, Ill., June 4, 1959, 
Mr. I. M. DE URIARTE, 
Manager, Export Department, 
Mezico Refractories Co., Mexico, Mo. 

Dear Mr. dE Urntarte: Replying to your letter June 1, we are sorry to report 
that tariffs are only distributed to our member lines and therefore cannot be 
furnished to your traffic department. 

Any rates that your traffic department may desire can be secured from 
if they will tell us the commodity and to what range movement is destined, 

It was a pleasant surprise meeting you at the Bonner committee hearings 
and we hope that if at any time you are in Chicago, time permitting, we may 
have the privilege of visiting with you. 

With kindest regards, remain 

Very truly yours, 
RayYMOND P. DE Groore, 
Manager-Secretary,. 


ATLANTIC AND GULF-SINGAPORE, MALAYA, AND THAILAND CONFERENCE, 
New York, N.Y., June 5, 1959. 
Mexico REFRACTORIES Co., 
Mevico, Mo. 
(Attention: Mr. I. M. de Uriarte.) 

GENTLEMEN: Your letter of June 1, 1959, has been received and I will ask 
that you note our correct address from the letterhead. 

At this writing, this conference does not release tariffs to shippers, however, 
this topic has been a subject for discussion by the member lines with no deter- 
mination being made at this time. 

When a decision has been reached on this matter, I shall be pleased to inform 
you, but in the meantime, however, rate notices are being dispatched to you in 
accordance with the terms of our contract, such notices informing you of all 
changes to freight tariff whether they be rate increases or decreases or alter- 
ations in commodity description. 

Yours very truly, 
J. F. Nast, Chairman. 


GULF ASSOCIATED FREIGHT CONFERENCES, 
New Orleans, La., June 6, 1959. 
Mr. I. M. pE URrIARTE, 
Manager, Export Department, 
Mevzico Refractories Co., 
Mevico, Mo. 

DeaR Mk. DE UrRIARTE: I have your three letters of June 1 addressed to me as 
chairman of the Gulf/United Kingdom Conference, Gulf/Mediterranean Ports 
Conference, and Gulf Associated Freight Conferences, requesting if we make our 
tariffs available to shippers and what price as the determination of ocean freight 
rates and booking of cargo is being transferred to your traffic department and 
you would like to have them have all tariffs on hand. 

In keeping with a policy of many years, none of the conferences within the 
Gulf Associated Freight Conferences group furnish tariffs to the general shipping 
public. The distribution of our tariffs is confined solely to the member lines, 
their authorized agents and/or representatives and recognized and approved 
governmental agencies. 

Our tariffs, of course, are on file with the Federal Maritime Board (and these 
are always up to date) as well as at the offices of the number lines at all ports 
in this country and abroad as well as interior points and, of course, they are 
available for inspection at the office of the conference. 

In all of our “contract” conferences, the shippers are always advised of any 
changes in rates. 

Inasmuch as the determination of ocean freight rates is being transferred to 
your traffic department, we would like your traffic department currently posted 
on the rates of all commodities which you ship. It is my understanding that 
the Mexico Refractories Co.’s shipments consist mostly of firebrick, etc., but I 
would appreciate it very much if you will advise me if there is any other com- 
modity in which you are interested. 
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Immediately upon receipt of this information I will have my office prepare an 
up-to-date list of the rates and conditions and immediately send same to your 
traffic department. We will also arrange to keep them promptly advised of any 
changes, additions, ete. 

It was, indeed, a pleasure to meet you personally and spend a little time with 
you in Chicago on the occasion of the recent congressional hearings. Again, I 
want to congratulate you on being a very excellent witness. I look forward to 
hearing from you very soon and I trust it will not be too long before I have the 
pleasure of being with you again. 

With kindest regards, I am, 

Sincerely yours, 
H. A. CarLys, Chairman. 


Far East CONFERENCE, 
New York, N.Y., June 8, 1959. 
Mr. I. M. DE URIARTE, 
Manager, Export Department, 
Mewico Refractories Co., 
Mezico, Mo. 


Deak MR. DE URIARTE: Thank you for your letter June 1 requesting a copy of 
our tariff. 

Unfortunately, at the present time we are not in position to furnish our tariff 
to the shipping public and copies thereof are only being furnished the member 
lines of this conference and interested U.S. governmental agencies. 

However, we have under serious consideration the furnishing of this tariff by 
subscription to our shippers and when these details have been formulated I shall 
be very pleased to communicate with you further. In the interim if you will 
let us know the commodities in which you are interested we shall be very pleased 
to quote you the contract rates thereon. 

Very truly yours, 


J. A. DENNEAN, Chairman, 

The CHarrman. On your second page where you mention these 
rates going up and then coming down, do you have any ideas as to 
why they went up and why they went down ? 

Mr. pe Urtarte. I have no idea. I imagine they found that com- 
petition was tough and decided to reduce the rate on that particular 
service. 

The Cuairman. Mr. Johnson ? 

Mr. Jounson. You have had a good many years of experience deal- 
ing with the conference system. Can you state whether generally 
there has been improvement in the general management of the various 
conferences over the years that you have had occasion to use them? 

Mr. pe Urtarte. I do not believe so. I do not think there has been 
any improvement. In other words, in applying for lower rates, for 
example, sometimes we do not get prompt consideration. 

Mr. Jounson. Has there been a tendency to make their agreements 
uniform or to give more service to the shipper? Can you state 
whether there has been any tendency in that direction ? 

Mr. pe Urtarre. More service in what respect ? 

Mr. Jounson. In uniformity of the various documents, the agree- 
ments. Has there been any attempt, to your knowledge, to try to 
bring uniformity ? 

Mr. pp Urrarte. You mean as to the contracts signed with the 
conferences ? 

Mr. Jonnson. Yes. 

Mr. pe Uriarre. I believe they are very much alike, they are very 
close. 

Mr. Jounson. You have no criticism as to the conferences you deal 
with, then, that the agreements or contracts lack uniformity ? 
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Mr. pe Urtarte. No. 

Mr. Jounson. To how many conferences would you say you are 
signatory now ? 

Mr. pe Urtarte. Twenty-one. 

Mr. Jounson. Is there any possnaity of consolidation of those con- 
ferences or any group of them 4 

Mr. pe Uriarts. Well, I suppose that could be done but I do not 
know that there would be any particular advantage to it, unless, of 
course, it would help to make the classifications more uniform, 

Mr. Jonnson. You state, of course, as one of your criticisms that 
you have no chance to meet personally with the chairman or secre- 
tary of the conference. Have you been refused the opportunity to 
discuss any of your complaints with the person ? 

Mr. pve Urtarte. No, I have not. However, I have been under the 
impression all along the years that the system was to apply to the 
conference in writing. As a matter of fact, they always ask you to 
apply in writing for a change in rate. Then when you send that in 
and they say “no” or they say “yes,” because sometimes they say “yes,” 
that is the end of it. In other words, if they say “no,” you have no 
appeal and I believe that perhaps there should be an arbitrator in 
some cases so that the case would not be simply refused by the con- 
ferences and end there. Perhaps the shipper should appeal to some- 
one for consideration. 

Mr. Jounson. In other words, you feel that in your contract there 
should be a provision setting forth that if there is disagreement per- 
taining to rates there should be arbitration ? 

Mr. pe Urtarte. Perhaps that would help. 

The Cuarrman. Will you yield to me, Mr. Johnson? 

Mr. Jounson. Yes. 

The Cuatmrman. Have you ever appealed to the Maritime Board? 

Mr. ve Urtarre. No, I have not. 

The Cuatrman. You have the right to appeal to them. 

Mr. pe Urtarrte. I did not know that. 

The Cuarrman. You have a right. 

Mr. pe Urtarrte. I did not know that. 

The Cuatrrman. You can write directly to the Administrator of the 
Maritime Board. 

All right, Mr. Johnson. 

Mr. Jounson. The suggested improvements of the conference sys- 
tem set out in your closing statement for the most part are not sug- 
gestions in which Congress could assist in any material way. 

Mr. pe Urtarte. Perhaps not. 

Mr. Jounson. That is something to be worked out by the confer- 
ences. 

Mr. pe Urtarte. I think so. 

Mr. Jounson.. Do you have any complaints as to the existing con- 
ference rates charged at the present time ? 

Mr. pe Urtarte. Well, to tell you the truth there may be some rates 
that perhaps are high but we have not had the time to go into the 
necessary research to find out what the foreign rates of our competi- 
tion are so that we could present that to the conferences in order to 
apply for lower rates. We have a suspicion that we are losing busi- 
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ness because of higher rates perhaps but we have not gone into the 
matter thoroughly enough for me to say that that is the case. 

Mr. Jounson. Do I understand that within the conference itself 
that there could be discrimination against you, an American company, 
in favor of a foreign purchaser ? 

Mr. ve Urrarre. No, I do not think so. That is one of the things 
that I like about the conference system is that I know what my com- 

titors’ rates are. 

No, I believe that a foreign competitor shipping through lines that 
are not in my conference would use much lower rates and then I would 
have to find what those rates are so that I could present them to the 
conference and say, “Now look, I am losing business because Britain 
is shipping to such and such a place at such and such a rate and you 
are charging me twice as much.” 

Mr. JoHnson. But taking the foreign manufacturer who would be 
your competitor, and a conference system with the American-flag 
vessels, is there any concern on your part that there is or could be 
discrimination in such a case? 

Mr. pe Urtarte. Do you mean that the foreign manufacturer would 
use the conference that we use and have the same rates? 

Mr. Jonnson. Yes. 

Mr. pe Uriarre. I did not know that that was possible. 

Dr. Jounson. I say, is there any criticism on your part or any 
knowledge that that could be true? 

Mr. pe Urrarte. I did not think it could be possible that a foreign 
manufacturer would belong to the conference that I belong to when 
they are shipping from Hamburg and I am shipping from New Or- 
leans. I did not know that that was possible. 

Mr. Jounson. Now, I have one other thought. In your so-called 
bill of lading have the freight rates stated been the correct rates, 
to your knowledge? 

Mr. pe Urtarte. Yes. 

Mr. Jounson. And no refunds or rebates, to your knowledge, have 
taken place? 

Mr. pp Urtarre. As far as I know there have been no refunds made 
to anybody. 

Mr. Jonnson. I have no further questions. 

The CuHatrmMan. Mr. Glenn. 

Mr. GiEnn. Sir, are your shipments generally in large quantities? 

Mr. pp Urrarte. Our shipments vary from very small quantities 
of 2 tons or 3 tons to as much as 500 tons at one time. That would 
be the tops. As a rule, our normal shipments are between 25 tons 
which is a carload, to 150 tons, I would say. F 

Mr. Guenn. Then your shipments would only take up part of the 
cargo of most ships? 

Mr. pp Urtartre. That is right. We do not ship in large enough 
quantities to negotiate rates with nonconference lines. We are not 
interested in a service that does not provide us with uniform rates 
and very stable sailing schedules. We would rather use a line that 
has published schedules that we know are going to be closely followed. 

Mr. Guenn. Sir, I am curious as to what foreign countries are your 
main competitors in your business. 
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Mr. pve Urtartp. Our main competitor in some parts of the world 
is Britain, and Germany, and in the other part of the world is Japan, 

Mr. Guienn. Thank you. 

That is all, Mr. Chairman. 

The CuHatrMan. Mr. Casey. 

Mr. Casey. Mr. de Uriarte, I take it that you favor the conference 
system, do you not? 

Mr. pe Urtarte. I do. 

Mr. Casey. How about the dual rate system ? 

Mr. pve Urtarte. I favor that, too. I think it is all right. I think 
it has worked quite well. 

As I say, we know that the nonconference lines have lower rates 
but we prefer the stability of rates and of sailing schedules. 

Mr. Casey. You made certain suggestions. Do you have any ob- 
jection to the requirements of 100 percent patronage in order to bene- 
fit under the lower rate ? 

Mr. pe Urtarte. Well, I think that is perfectly all right. I believe 
that the point brought out by the fellow that preceded me is well 
taken. As a matter of fact, 1 was always under the impression that 
if you did not own the merchandise nobody could sue you for not 
using a certain line. 

Mr. Casey. I am not talking about that. I am talking about you 
owning all the merchandise and there is no question about this re- 
quest of one of your customers as to shipping. 

Do you think that every one who uses the conference line in order to 
enjoy the lower rate should be required to sign a 100 percent patronage 
contract, in other words, agree to ship every piece of brick that he 
ships out of there? 

Mr. pe Urtarte. I believe that unless you do so, you are not going to 
have a conference at all. 

Mr. Casey. Well, just for the sake of argument, we will grant that 
you must have a tying arrangement. Do you think that it has to be 
100 percent ? 

Mr. pe Urtarte. Ithinkso. May I explain something? 

Mr. Casey. Surely. 

Mr. pe Urrarte. We have some customers to whom a 10 percent dif- 
ference in the rate seems to be very attractive. In a few cases they 
have stated, “Well, I want you to ship through that line because it 
has a lower freight rate.” Then we tell them, “Well, if you want to 
ship through that line you have to pay for the materials and then ship 
them yourself.” Then we are not the shippers any more. In a few 
cases they have done that. 

However, I know of many cases where the nonconference rates were 
much lower than ours and our customers discussed the matter with 
us and yet they asked us to ship through the conference lines at a 
higher rate. 

Mr. Casey. All right. Now, do you not think that possibly a 
healthy independent line makes for good competitive rates? 

Mr. ve Urtarte. I believe so. I believe that I would preserve that 
system just the way it is now. 

Mr. Casey. The independent lines say that you are not going to be 
able to preserve that system if you are going to let the conferences 
insist on a 100 percent patronage contract. 
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Mr. ve Urtarte. I think they are wrong because at the present time 
if they come to the shipper to solicit freight cargo they are coming 
to the wrong people. If they went to the buyer and then had the 
buyer buy the materials they have signed no conference contract. 
They can ship in any ship they want to. They can solicit the freight 
cargo abroad instead of here. 

Mr. Casey. That is your tip for the independent to compete with 
the conference ? 

Mr. pe Urrarte. Absolutely, if they want to do it that way, but in 
our line, I believe they could not compete unless they maintained the 
same schedules, the same rates, the same uniformity as the conference 
lines. 

Mr. Casey. You say you do not think they could compete that way ? 

Mr. ve Urtarre. I rather doubt that they would in our line of 
business. 

Mr. Casey. I think they would agree with you. They say they are 
going to be run out of business if the conference gets to tie everybody 
on a 100 percent basis. They will just not get enough business. 

Mr. pe Urtarte. Personally, I do not object to signing a contract to 
ship all of my goods to a certain area with the conference. If the 
rates become too high, then that is why I suggest that there should be 
more flexibility in appealing the rates. I have appealed rates many 
times and they have come down. In other words, normally they listen 
toreason. It is their business, too. As a matter of fact, the freight 
on some of our commodities is more than we sell it for. 

Mr. Casey. Let me phrase it this way. Do you see where it would 
hurt the conference system to the extent of possibly destroying if it 
they were refused the right to insist in a 100-percent patronage con- 
tract? In other words, if it was cut down from a 100-percent patron- 
age peat, do you think that that would destroy the conference 
system ‘ 

Or. pE Urtarte. Well, I believe it would. Yet, on the other hand, 
there are conferences that do not have a dual rate contract and they 
exist perfectly well, so that I really do not know. 

Mr. Casey. Do you think that possibly each trade route might be 
different ? 

Mr. pe Uriarte. It could be. 

Mr. Casry. Maybe in one trade route 100 percent would be too much 
and in another it would not be too much. 

Mr. pe Urtarte. Perhapsso. I really have not studied the problem 
that deeply. 

Mr. Casey. It is something to think about, is it not, when we look at 
the picture of creating a healthy merchant marine picture. 

I have no more questions. 

The Cuarrman. Mr. Downing. 

Mr. Down1na. What is the relationship between freight rates and 
cost of your product ? 

Mr. pe Uriarre. Well, in some runs, in some services the ocean 
freight rate alone is more than we sell the product for. 

Mr. Downrne. For instance, with $17 a ton in the Gulf-Antwerp 
service, what is the cost of your product there? 

Mr. pe Urtarte. In that particular run, it would not be more but, say 
in the case of Argentina where the rate is $34 a ton, 1,000 brick, 9- by 
414- by 214-inch brick, which we sell at the plant for $140. 
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Mr. Downing. That is a ton? 

Mr. pe Urtarte. That weighs 4 tons, and after it is packed it wei ghs 
414, tons. You multiply that by $34 a ton and you will find that it is 
very close to or more than $140. 

Mr. Downine. Does your competition ship on the same rates ? 

Mr. pe Urtarte. Certainly. That is, American competition does, 

Mr. Downtne. How about foreign competition ? 

Mr. pe Urtarte. The foreign competition have different rates but I 
have not checked them lately. 

Mr. Downine. But as of today, their quality has not approached the 
quality of the American product ? 

Mr. pe Urtarre. In some cases they have. They have displaced us, 
We have come to the point where we sell first-quality brick only in the 
Caribbean area. 

To all the rest of the world we sell only our higher grades of brick 
and our more expensive specialties. 

Mr. Downing. I notice that on December 8 of last year you had a 
reduction in rates to $17 a ton. How did that come about ? 

Mr. pe Urtarte. I do not know. I do not know why they did it. 

Mr. Downinea. Did you ask for the rate decrease ¢ 

Mr. pe Urtarre. No, I did not. Maybe somebody else did. I did 
not. 

Mr. Downtne. Thank you, Mr. Chairman. 

The Cuairman. Mr. Garmatz. 

Mr. Garmarz. You mean you received a-reduction and you do not 
know how you acquired it ? 

Mr. pr Urtarte. We do not know how it happened. 

Mr. Garmatz. It could not have been a Christmas present in ad- 
vance, could it ? 

Mr. pe Urtarre. It does not happen very often. 

The CuHamMan. You might say that it was the industry itself 
realizing that a rate reduction was equitable in the case. 

Mr. pe Urtarte. Either that or someone applied for a lower rate. 

The CHarrman. So that that does show that the thing is not con- 
crete and fast all the time. 

Mr. pE Urtarte. No. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. On the second page, about the fifth paragraph, you 
say: 

Our foreign competition has improved the quality of their products and has 
also increased their capacity. Their lower prices are making it more difficult for 
us to sell abroad. 

You realize that and still you say you are not doing anything about 
it yourself, you have not talked to the conferences. You have not tried 
to stop some of this competition. 

How long are you going to wait before you try to stop this? Are 
you going to wait until you get put out of business ? 

Mr. pe Urtarre. The fact is that we have not had time. 

Mr. Garmatz. You have not had time to tend to your own business? 

Mr. pe Uriarte. It is more important to sell where you can sell 
than to try to sell where you cannot compete. 

Mr. Garmatz. It is making it more difficult for you to sell abroad. 
That is‘your own statement. 
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Can you do anything about it or when are you going to try to do 
something about it ? 

Mr. pp Urtrarre. The only thing we can do is find out the rates of 
our competitors from abroad and make an application to conferences 
and even then we may find that the amount that they can reduce the 
rate will still not enable us to compete. 

In some lines, for instance, the British can undersell us by 40 per- 
cent. We cannot hope to reduce the rates any amount like that in some 
cases. 

In some cases there may be some superiority in product. 

If the gap of 40 percent was reduced to 20 percent perhaps we could 
still sell some of it. 

Mr. Garmatz. On this Gulf-Antwerp service where you received 
the $2 reduction, did that help your business ? ; 

Mr. pe Urtrarre. No. 

Mr. Garmatz. In other words, that did not increase your business? 

Mr. pe Urtarre. It did not increase our business at all. As a matter 
of fact, we have practically gone out of the market in Belgium which 
is where that went through. 

The competition from the British there is such that they are so close 
to Belgium that they cannot compete against them. 

Mr. Garmatz. Do you have a plant in Europe? 

Mr. pe Urtarte. We have a licensee in England and we are selling 
in Belgium through our licensee. 

Mr. Garmatz. Are you planning a factory over there? 

Mr. pe Urtarre. We are not planning a factory, no; but we do have 
a licensee. 

Mr. Garmatz. Where is this country where you maintain extensive 
stocks? Is it a wholly owned subsidiary ? 

Mr. pe Uriarre. In Cuba. 

Mr. Garmatz. That is all. 

The CuHamman. Thank you. 

Mr. pe Urtarte. Thank you. 

The Cuatrman. Mr. Spangler? 

While Mr. Spangler is coming up, let me ascertain whether Mr. 
Corneli is here, or Mr. Boring? These were witnesses for Wednes- 
day morning. 

I am trying to find out if we can use any of them this afternoon. 

Mr. Burke? Mr. Pfeifer? 

There are no other witnesses in the audience that came to testify, 
are there? 

You may proceed, Mr. Spangler. 


STATEMENT OF W. W. SPANGLER, GENERAL TRAFFIC MANAGER, 
ZONOLITE CO., CHICAGO, ILL. 


Mr. Spanoier. Mr. Chairman and members of the committee, my 
name is W. W. Spangler, general traffic manager of the Zonolite Co., 
with headquarters at 135 South LaSalle Street, Chicago, Ill. I have 
no prepared statement. 

My experience in the traffic profession covers a period of almost 
40 years, of which 25 years was devoted to the Chicago & North 
Western Railway Rates and Divisions Department, here in Chicago, 
and the last 13 years as general traffic manager of the Zonolite Co 
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I come here today not as a specialist or one who has an exceedingly 
keen knowledge of the technical aspects of this case but rather as an 
interested shipper who has been confronted with economic problems 
in endeavoring to help our management to develop foreign markets, 

I might state that our foreign markets are not our principal busi- 
ness. Along about 1947 and 1948, we decided that we would follow 
up a number of inquiries that we had from foreign customers to see 
if there was any possibility of selling them our products. 

The Cuarrman. So that the committee will understand what your 
product is, will you tell us what the product of the Zonolite Co. is? 

Mr. Sranater. I was just going to state that. 

We decided to see whether any of these foreign customers would 
be interested in buying our product, which is crude vermic ulite ore, 

Understand that in ‘foreign trade we are merely miners and proc- 
essors of the crude material. We sell it to our customers as such 
for further processing in the foreign country by expanding with 
heat treatment. This manufactures what we call in the building 
trade, bulk insulation or lightweight cnaetinsies: Our foreign cus- 
tomers, who are licensees, sell it to the trade in those for elgn countries, 

I soon found out that to participate in these foreign | countries it 
was necessary that I get a transportation factor oceanwise that would 
permit us to do business. 

We also have a rather sizable domestic freight charge because one 
of our principal sources of supply is in western Montana. To the 
extent we participate in a movement through the gulf ports we have 
the domestic factor and the ocean factor bey ond. If we go west we 
have the factor from Montana into the coast ports. 

Frankly, at the time I tackled this export problem, I was a complete 
novice. I had never been up against it before. I had heard from 
general conversation that it was a tough situation and there were a 
lot of mysteries about it. I felt if I could just talk to some people 
and lay my problem before them that possibly we could come to some 
solution. It was my good fortune to come in contact with some 
steamship lines whom I later learned belonged to a conference. 
While I was dealing with this, I did not even know there was such 
a thing as dual systems of ocean freight rates nor steamship line 
conferences 

I laid my problem before an individual steamship line and told 
them what we were trying to accomplish. I outlined about how 
much we could allocate to overall transportation and specifically to 
ocean transport: ation. 

I was given to understand it would be necessary for me to prepare 
a formal application to the conference. After I had presented my 
problem in this specified form and supported it by an honest justifi- 
cation, with my own opinion as to what I thought the potential busi- 
ness would be, it was sent to the chairman of the conference for anal- 
ysis and we ion. 

Sometimes I did not get the exact rate that I requested, but any 
changes were always expl: ained by the chairman of the conference. 
Often I would confer with the member lines and endeavor to reach 
some rate level that was acceptable to the steamship lines as well as 
us. Generally, we would come up with some figure that would enable 
us to do business. The volume has not been sensational because we 
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have extreme competition from the same one which is produced in 
Portuguese East Africa. Such competitive problems were pre- 
sented to the American conferences, and seemingly took them into 
consideration when they were making our rates. 

We have gone through all of the general increases other witnesses 
have mentioned and I do not recall having advance notices of such 
increases, in specific amounts. 

I gathered such information mostly from trade magazines and the 
press. I realized the steamship lines required some increase due to 
the higher cost of labor, fuel, and so forth. 

We have gone through this in the domestic field many times under 
the various ex parte proceedings so it did not alarm me. 

I could not condemn the steamship lines for wanting to get a little 
more money to try to keep even with the board. The increases were 
generally explained to me, if I raised any questions after the tariff 
was released. Eventually I received the printed form that was cir- 
cularized to all customers and generally the explanations were full 
and adequate. 

In a couple of instances I felt the increases were excessive and 
would shut us out of our Far Eastern markets, particularly Japan. 
I went to one of the conference lines operating in the trans-Pacific 
service, and showed them we couldn’t hold our market with such a 
high ocean rate, 

Tam very frank with them, because I have found out that you just 
cannot do business in any other way. 

I informed the traffic head of this particular trans-Pacific Ocean 
carrier, “I am afraid you have washed us out of our Japanese 
account.” 

We talked it over and concluded that possibly the conference had 
made a mistake. Again I filed an application and asked that fur- 
ther consideration be given to this increase, and they reduced it back 
to where it was or at least they tempered it. The net result was our 
continued participation in this market. 

We had one other instance where I lost out. That was in the Singa- 
pore area. We had an account which we felt was just coming to life 
even though we were suffering severe competition from South African 
ore. When this general increase was published the Singapore factor 
took an awful increase, and as a result, we had to retire from that 
particular business. We simply could not pay that amount of ocean 
freight, and the volume apparently was not sufficient to interest the 
conference in any further negotiations so far as freight rates were 
concerned. 

Getting back to the Continental European markets, at the very 
outset we started to sell our ore in bags. That is the way we usually 
commerce, 50-ton orders and occasionally 100-ton orders. After a 
while the licensee said, “Possibly we could save a little money in trans- 

rtation if we bought in larger quantities and had it sent to us in 
lk.” 

I took the bulk-rate problem to a conference steamship line, and 
said, “Is there any chance of getting an improved rate level ocean- 
wise if we give you this in such and such quantities, in bulk?” 

They said, “If you will send us a sizable sample of your material, 
we would like to work with it and see if it is amenable to that type 
of handling.” 
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Incidentally, our material is inert, nonexplosive, not corrosive, and 
makes excellent lading to place in the hold of the boat. You can Pile 
most anything on top, and it will not be hurt. 

Much to my pleasure, the steamship line came back and said, “Yes, 
this can be handled in bulk and based on a certain volume that you 
give us per shipment, we can give you such and such a rate,” which 
was an improvement over the level that we were paying in bags, 

As a result, we have continued to do a nice business 1n continental 
Europe. 

I attribute a great deal of our success in foreign markets to the 
help we got from ‘the steamship conferences. 

You cannot expect any system of transportation carriers to help 
develop a market beyond a certain point. Beyond that it is up to 
industry. 

I have never had any complaint relative to general service from the 
conferences. 

Ina couple of instances I have been on short time to catch a boat 
and missed it due to delays en route to the port. Fortunately, there 
has never been any difficulty in getting another conference boat. 

I have in mind a busy port like New Orleans. It has all worked out 
very nicely. The contracts I have signed for our company have never 
been distasteful. There is a lot of fine print in them but the parts 
that interested me did not seem to be of a nature that would harm the 
Zonolite Co. I have always felt relieved that my competition does 
not have any better rate than I have unless he is shipping in full car 20 
lots. 

If I ever get to the point where I am shipping full cargo, I will be 
looking for better freight rates. As long as [ am in the « category of 
a small shipper, and I put myself there, I feel as though I have a 
friend when I am dealing with a conference. I have always 
used conference vessels and consequently never worry about the 
nonconference rates. 

That is my story, gentlemen. 

The Cuairman. Mr. Garmatz. 

Mr. Garmatz. No questions. 

The Cuarrman. Mr. Glenn. 

Mr. Guienn. I have no questions. 

The Cuamman. Mr. Downing. 

Mr. Downtna. I have no questions. 

Mr. Garmatz. How much business do you do a year? 

Mr. Spancier. You mean gross? 

Mr. Garmatz. Yes. 

Mr. Spanater. Probably 10,000 or 12,000 tons. 

The CuarrmMan. Mr. Casey. 

Mr. Casey. Did I understand you to say that just as you were get- 
ting started in the Singapore trade they raised the rate and that ran 
you out of there? 

Mr. Spancuer. Not entirely. We had been in the Singapore trade 
in a so-called touch and go setup. The customer was always complain- 
ing about the high cost. of getting the material to him. After we 
educated them in the use of our particular ore, we know the usual 
practice was followed, i.e., our African competition said, “We can give 
this to you cheaper.” Iti is very difficult to find out what some Afri- 
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can transportation charges are, but we feel that is one of the reasons 
why African ore is displacing us in some foreign markets. 

Mr. Casey. You said you instructed them and were on a catch-as- 
catch-can basis and were getting underway, and then what happened? 

Mr. Spaneuer. There was a blanket increase in freight rates due 
to cost, apparently. 

Mr. Casey. Could you say that is what ran you out of that market? 

Mr. Spaneter. That is right. 

Mr. Casey. And you got no relief from it? 

Mr. Sranoier. That is right. I asked the conference to consider 
some lessening of the amount of that charge. 

Mr. Casey. What conference was that ? 

Mr. Spancrter. That would be the one that operates from the west 
coast, North Pacific coast ports to Singapore. 1 do not know whether 
itis a Trans-Pacific conference or not. 

Mr. Casry. Do you know the makeup of that conference as to how 
many are American-flag ships and how many are foreign-flag ships? 

Mr. Spanater. Well, I think you have.a mixture of a number of 
American-flag ships and some Japanese-flag ships. They are the 
only ones I know of. 

Mr. Casry. Can you tell me what flag ships were serving your com- 
petitor from South Africa with his competitive ore to Singapore? 

Mr. Spaneuer. This is only hearsay and you can take it for what 
itis worth. It was a Japanese-flag line. I understand that it was 
on their home voyage coming back to whatever their home port was, 
Kobe or Yokohama, and probably they were taking this ore just to 
break even. 

Mr. Casey. As ballast ? 

Mr. Spanoter. That is right, instead of water ballast. 

Mr. Casry. What was going through my mind, and you can prob- 
ably guess it, is that I was just wondering if that lower rate was 
refused and was raised in order to keep that ballast coming from 
South Africa to Singapore. 

Mr. Spancuer. No; I did not feel that that was the situation at all. 
This was one of those instances where the conference was confronted 
with the need for increased revenue and they authorized a blanket 
increase of 10 or 12 percent and everything got it. 

Mr. Casry. We all need that. 

Mr. Spancter. We learned of the increases when the conference 
released the increased rate sheet. The Singapore rate, which was 
high in the first instance, went too high. 

Mr. Casry. That was the Pacific Far East. Conference ? 

Mr. Spanoter. I think that Japan is in the Far East Conference. 
It could be the same group. It is served by the same boats. 

Mr. Casey. Thank you, sir. I have no further questions. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. Mr. Spangler, I gather from your testimony that 
you favor the conference system and also the dual rate ? 

Mr. Spancter. That is right. 

Mr. Jounson. What percentage of your company’s output is 
exported ? 

Mr. Spanater. Five percent. 

Mr. Jounson. It is a very small amount. 
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Mr. Spanoter. A very small amount, that is right. 

Mr. Jounson. Now, your large competitor abro ad, I believe you 
stated, was a Por tuguese company ? 

Mr. SPANGLER. Portuguese Kast Africa is the source of supply, 

Mr. Jounson. How much business are they doing in America that | 
you know of? In other words, are they your ‘competitors in America? 

Mr. Spancter. They are definitely right here in the United States, 

Mr. Jounson. Have you had an opportunity to ascertain what the 

rates of their transportation amount to as compared with what your 
transportation charges are to your foreign markets? 

Mr. SPANGLER. Yes; we are familiar with those ocean charges, 

Mr. Jounson. You know what rate your competitor pays from 
the South African market ? 

Mr. Spanater. Yes; that is right. 

Mr. Jounson. Is that a rate that you feel is a fair one? 

Mr. Spancter. I have never had any complaint against that rate, 

Mr. Jounson. I am speaking now of your competitor who is bring- 
ing into this country a competitive product. You have no criticism, 
then, and you know that rate? 

Mr. Spancter. I know exactly what the rate is. It has not got to 
the point yet where we have felt that we need complain about the 
rate. In other words, they have a tough situation to combat right 
here. 

The man that buys the vermiculite ore out of South Africa and 
tries to set himself up in business here to compete with the Zonolite 
Co. has a lot of problems to merchandise his product. So far we have 
not gotten excited. 

Mr. Jonnson. Did you have any difficulty in ascertaining the rate 
that your competitor was paying for transportation ? 

Mr. Spancier. None whatsoever. 

Mr. Jounson. That was easily accessible ? 

Mr. Spanier. That was easily accessible. We would just pick 
up the telephone and ask for a quotation. 

Mr. Jonson. I gathered from your testimony that when you 
sought relief on your freight rates that you spoke of going to the line. 
Do you mean you went to the ste: umship line rather than to the con- 
ference for negotiations ? 

Mr. Spanoter. Well, at that stage of the game I did not know 
anything about the conferences. I did not have any idea where to go. 
I developed the procedural information from representatives of the 
steamship lines calling on the industrial traffic departments here in 
Chicago. I had become acquainted with a number of them and the 
particular steamship line I contacted was in a position to talk to me 
about my problem, and that is the way it came about. 

Mr. Jounson. For the record, do I understand, then, that repre- 
sentatives of the steamship lines do give you that service, that they 
themselves contact the conference in negotiations? 

Mr. Spancirr. No; it is strictly incumbent upon the industry or 
the shipper’s representative or their traffic department to formulate 
and present to the conference their problems. 

Mr. Jounson. And the steamship lines did not act as a service agency 
for you? 
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Mr. Spancter. That is right. They merely were helpful in telling 
me whom to contact. 
Mr. Jounson. I have no further questions. 
The Cuarrman. Are there any further questions? 
What is the end product which your company makes ? 
Mr. Spancter. Bulk insulation or lightweight aggregates for use in 
plaster or lightweight concrete. 
It has a very fine insulation factor and alsoa very high fire-resistance 
factor for protection. 
Mr. Garmatz. Do you use it in electrical insulators? 
Mr. Spanoter. No. 
Mr. Downtinea. Do you also make a wallboard ? 
Mr. Spancier. We wish we could, but we have never been able to. 
The CHarrmMan. Thank you very much. 
The committee has run out of witnesses here. 
That will conclude the hearings for the day. We will meet tomor- 
row at 9:30. 
(Whereupon, at 12:50 p. m., the hearing was adjourned until 9:30 
a.m., Wednesday, May 27, 1959. , 
(The following was furnished for insertion : ) 


8S. S. KresceE Co., 
Detroit, Mich., June 10, 1959. 
Mr. JoHN M. DreEwry, 
Chief Counsel, House of Representatives, Committee on Merchant Marine and 
Fisheries, Washington, D.C. 


Dear Mr. DreEwry: This acknowledges receipt of your letter of May 18 together 
with a copy of part 1 of the hearings held during February and March before the 
Special Subcommittee on Steamship Conferences. 

First of all, I wish to mention that I have been absent from the office for 
some time and was therefore unable to attend any of the special subcommittee 
hearings or conferences in Chicago on May 26, 27, and 28, which I feel is a per- 
sonal loss to me. 

Undoubtedly you will recall, however, when we had our talk together in 
Detroit in December last, that I expressed myself rather forcefully in regard to 
the dual conference rate system, or at least—if my memory serves me rightly— 
I mentioned to you that I was not greatly in favor thereof; in fact, that while 
we have used the conference line steamships almost exclusively, we never agreed 
to a contract or even in principle that we would avail ourselves only of the 
conference line steamers but have always contended that it should be the 
privilege of the receiver of the merchandise to specifically state if and when 
a conference line steamer or a nonconference line steamer should carry his mer- 
chandise. We have availed ourselves occasionally of a nonconference line 
steamer where a special situation warranted this change of our general rule to 
use, as mentioned above, conference line steamers. 

I have gone through the copy of the hearings that you sent mg, at least in 
part, and I must say that there is a substantial amount of information which 
should be of benefit to the committee to reach a conclusion as to whether or not 
to outlaw the dual conference system. It is my understanding that it already has 
been outlawed, or at least outlawed in part, and to my way of thinking it is grossly 
unfair that a shipper or a receiver of merchandise, irrespective of the fact that 
he has agreed in principle to use the conference line steamers exclusively, finds 
himself occasionally to use a nonconference line steamer, be penalized through 
a fine or through a higher freight rate which the conference line charges for 
nonsignatory shippers. 

I can readily understand the desire of the foreign steamship lines to retain this 
dual-rate system as it must work to a definite advantage for them, as it gives 
them a considerably higher revenue which they can use in part for other pur- 
poses than to defray their operations of their business. 

I feel that the steamship lines should have a single rate for all shippers whether 
or not a contract has been signed for exclusive use of a conference line steamer, 
and I am sure matters would be better under control if this would be in effect. AU 
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shippers are willing to pay reasonable rates, and I believe that the steamship lines 
should use good judgment in setting their rates or else assume the consequences 
which would develop through competition by so-called nonconference freight 
and steamship companies. 

It undoubtedly is known to you that the Isbrandtsen Co. is one of the noneon- 
ference line steamship companies in the United States and their rates as a rule 
are not more than 10 percent under the conference line rates; in fact, in many 
instances they are closer than 10 percent, and of course while nonconference line 
companies serve a specific purpose in the shipping of merchandise, nevertheless 
I am sure most shippers, exporters, and importers combined as a rule prefer 
conference line steamers. However, this is no reason why a nonconference line 
company should not be permitted to be in existence nor should they be compelled 
to join the conference lines. 

With kindest regards, 

Sincerely yours, 
W. WOLELE, Import, 


Hasy LAUNDRY APPLIANCES DIVISION, 
THE Murray Corp. OF AMERICA, 
Chicago, Ill., June 17, 1959, 
Hon. Hersert C. BoNNER, 
Chairman, House Committee on Merchant Marine and Fisheries, House Office 
Building, Washington, D.C. 

Dear Sir: We refer to the investigation now being conducted by your com- 
mittee into the matter of steamship conferences and particularly as to whether 
or not the steamship conferences operating on American foreign trade routes 
should be permanently authorized to use the conference contract dual rate system, 

Our company does a substantial export business to many foreign markets and 
which business, of course, is of great interest tous. The sale abroad of American 
equipment and appliances is constantly meeting more and more competition 
from suppliers in other countries and this competition is becoming more keen and 
drastic. Accordingly, it is necessary for us to keep cost factors as low as possible, 
and this certainly includes ocean freight rates. 

It is our considered opinion that since ocean freight rates are not subject to 
governmental regulation, the presence of active, independent steamship compe- 
tition is essential against freight rates being pushed too high by the steamship 
conference groups. We feel that to fully legalize the conference contract dual 
rate system would tend to suppress, if not destroy, independent competition, 
which would mean these various steamship conferences might well attain a 
monopoly. As Americans working under the competitive free enterprise sys- 
tem, we fear what might be the effect on our business of permitting the steamship 
conferences to obtain a practical monopoly of shipping on American foreign 
trade routes. 

To illustrate our point, many of our foreign customers desire to purchase on 
f. a. s. basis, and which automatically means they retain control of how their 
goods should be shipped. We certainly do not feel like declining to do business 
on this basis, which is customary the world over, but there are steamship con- 
ferences taking the position that if shippers felt they had to sign conference 
contracts, such shippers were bound to disregard the legitimate instructions of 
the f. a. s. parchasers and insist they ship on conference lines, even though non- 
conference lines may have been stipulated. 

If we follow any such course we make ourselves liable to our buyers for any 
difference in freight charges thus incurred. It is perfectly ridiculous that we 
should be put into a position whereby we either decline to sell f. a. s., or having 
sold on such basis we either have to disregard the instructions of our customers 
(and be subject to damages) or be charged with violation of any conference 
contract we may have had to sign, or be subject to penalties and the possible 
necessity of paying higher freights on shipments to other customers whose goods 
would move with conference carriers. 

We ask that these views be given due consideration in the decisions which 
will be reached by your committee. 

Very truly yours, 
S. H. Lewis, Director of Export Sales. 
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WEDNESDAY, MAY 27, 1959 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP 
CONFERENCES, OF THE COMMITTEE ON 
MercHant MARINE AND FISHERIES, 


Chicago, Ill. 


The subcommittee met at 9:30 a.m., pursuant to recess, in room 600, 
U.S. Courthouse, 219 South Clark Street, Chicago, Ill., Hon. Herbert 
©. Bonner (chairman) presiding. 

Present : Representatives Bonner, Garmatz, Downing, Casey, John- 
son, and Glenn. 

Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel. 

The CHAIRMAN. The committee will come to order. 

The first witness this morning is Mr. Corneli. 


STATEMENT OF CLIFFORD CORNELI, DIRECTOR, EXPORT DIVISION, 
CORNELI SEED CO., ST. LOUIS, MO. 


The CHairMAN. You may proceed, sir. 

Mr. Cornett. Chairman Bonner, Counsel Cowen and Zincke, gen- 
tlemen, and officers of this committee, I have come here to speak in 
favor of the steamship conference system as it exists today. I am 
Clifford Corneli, director of the export division of Corneli Seed Co., 
whose home office is in St. Louis, Mo., with “factories” for the produc- 
tion of seeds in Twin Falls, Idaho; Santa Maria, Calif.; Normal, II1., 
and sales offices in many parts of the w orld, from Hamburg, Germany, 
to Salisbury, Southern Rhodesia, from Amman, in the Hashimite 
Kingdom of Trans-Jordan to Bangkok, Siam, including Havana, 
Caracas, Bogata, Lima, Quito, Saigon, and others. We grow seeds 
for planting, of many kinds, but our export shipments consist to a 
large extent of vegetable seeds, for which our research division, many 
years ago, dev eloped a method of packaging that enables our seeds 
to retain their v igor and germination for long periods of time, even 
for many years, and even under adverse conditions of high tropical 
temperatures and humidities, where seeds now thus pac ked - frequently 
die in a matter of days or weeks. Our shipping packages are uniform 
and small; they are generally cartons of 10 pounds, 17 pounds, or 20 
pounds, or multiwall flat paper sacks of 50 pounds. 

Seeds for planting are supplied by seed growers in many parts of 
the world, and in foreign markets we have liv ely and intelligent com- 
petition. We have no appreciable competition in the U nited States 
from foreign seed growers. 
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Seeds, being fragile, must be handled carefully and promptly, and 
since God has determined the seasons for planting and harv est, we are 
required to have our seeds available at planting time in every part 
of the world. 

I wonder if you have time to bear with me for 2 or 3 minutes, gentle- 
men, while I mention a few historical facts and dates. Researchers 
tell us that the first historically recognized conference was established 
in 1875, to make possible a dependable “liner” service between British 

orts and Calcutta. Prior to that, many attempts had been made to 
bei ‘ing order out of the chaos that had surrounded char ges for shipping, 
a chaos that had plagued shipowners and shippers alike for centuries, 
In the English Channel and its adjacent ocean areas, attempts to 
regularize charges for sea freight received serious consideration dur- 
ing the days of the ancient Hanseatic League. 

‘One of the means then devised for correcting abuses in this field 
was what is frequently called the shipping hall; a regularly assigned 
place where shipmasters and shippers assembled on given days at 
specified hours, whereupon, under the chairmanship of an official, 
shippers bid against each other for space available on ships about to 
sail for foreign ports. This system is still in use in some parts of 
the world, particularly on inland waterways of Europe. I have sat 
in the pews and stood at the rostrum of the shipping hall in the Bourse 
in Rotterdam, where still today space in barges operating on the 

canals of Europe is auctioned off to the highest bidder. 

On a recent visit to Rotterdam, I noted that the auctions took place 
daily at 5 p.m. and they were a noisy and sometimes uncontrollable 
brawl. It was from these auctions of ship’s space that men of vision, 
looking for an orderly way to bring shippers and masters together, 
began to develop contracts of one kind or another that finally resulted 
in the present conference systems. 

In my business, our packages are easily handled and easily safe- 
guarded, but they must be delivered to the ultimate user before his 
planting time has passed. Since most of the seeds which we sell are 
sold in advance of their production for shipment 6 months to 2 years 
hence, we must have some way of knowing in advance what the freight 
charges will be. We must also know these charges in advance in 
order to compete with our competitors located in foreign countries. 
What we need to maintain an efficient international business in seeds, 
is fixed, published freight rates, and “liner” service, moving on sc hed- 
ule. These we have had for many years through the conferences to 
which we belong. We know that we may withdraw from any con- 
ference at any time without penalty. We know also that we may 
petition against high rates, or a proposed increase in rates, and be 
heard promptly and fairly, because we have occasionally filed such 
petitions, and have had them granted. 

We have heard that some . ople believe that the conference system 
is illegal under present U.S. laws, and I understand that your investi- 
gation is to discover what can be done about it. Asa shipper, I beg 
you not to deprive us of the advantages we have long enjoyed under 
the conference system; advantages which have made it possible for us 
and other small exporters of manufactured and agricultural products 
to enter worldwide markets in great volume, thus creating jobs for 
Americans, dollars for the American economy, and distributing the 


che 
flic 


wa 
c0) 


a 
th 


fs 
th 


tc 





STEAMSHIP CONFERENCE STUDY ~ 1085 


choice things of America to people everywhere. If there is con- 
flict between the conference system and our laws, perhaps amendment 
of our laws would eliminate the conflict. Perhaps there is a better 
way than that provided by the conference system, and perhaps this 
committee will be given the necessary wisdom by the Almighty to 
fnd and define that better way. 

One thing more, if you please, gentlemen, before I close. Please do 
what you can to conclude this discussion, to provide what corrective 
measures are necessary and desirable, all at the very earliest possible 
date. Uncertainties in the field of ocean freight rates and liner sched- 
ules are not conducive to smooth and continuous growth of our Ameri- 
can export activities. ‘The men and women in export are working 
hard, but to keep them “on the beam” we must have your urgent, 
measured, and constructive assistance. 

What I request is a continuation of the age-old system of voluntary 
contracts, which establish uniform rates for all shippers and a sched- 
ule of sailings and ports of call; a system to which shipowners of 
every nationality may and will subscribe, a system without compul- 
sion, and one from whose contracts a subscriber, whether he be ship- 
owner or shipper, may freely withdraw at any time without reprisal 
or recrimination. 

Thank you gentlemen. 

The CuairMan. Mr. Corneli, what is the average tonnage of one of 
your shipments ? 

‘ Mr. Cornett. Chairman Bonner, they vary tremendously from 100 
pounds in some of the Caribbean areas to 100,000 or 200,000 pounds in 
some of the more populated remote areas of the world. 

For instance, at the moment we are negotiating—we are bidding on 
a purchase to be made by one of the South American governments for 
atotal quantity of 250,000 pounds of seeds. 

The CuairmaNn. Give me an example. You say, “We know also 
that we may petition against high rates—and be heard promptly and 
fairly, because we have occasionally filed such petitions, and have had 
them granted—” and so forth. 

(ive me an example of what you mean here. 

Mr. Cornett. To brief you fully on that, I would have to have access 
torecords that I do not have with me. 

I will try to recall one recent incident which occurred last fall, a 
shipment of hybrid seed corn to Germany, a private transaction ar- 
ranged by my firm with a German importing seed firm. 

The German Government had permitted the importation of a large 
quantity of hybrid seed corn and prorated it among a number of Ger- 
man importers, based on the historical quantities imported by these 
importers. 

There were other importing companies in Germany buying from 
other exporters in the United States and our customer in Germany 
heard that some of the buyers were going to use nonconference steam- 
ers because of a lower freight rate. 

Not wishing to be penalized because of any difficulties that might 
exist, and I did not know the difference, I personally took the matter 
up with the proper conference in New Orleans by telephone. An ad- 
justment in the freight rate was made within 24 hours. 

The Cuarrman. You say you did not know what the difference was? 
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Mr. Cornevt. No; but it was determined through my conversation 
with the conference and through communication with our customer jp 
Hamburg; we did determine what it was, and the conference rate wag 
reduced to meet it. 

The Cuarmman. Do you have any difficulty in getting access to the 
tariffs, the freight rates ? 

Mr. Cornett. None whatever. It is a matter of 30 seconds in mogt 
cases. 

The Cuarrman. Where do you get it in 30 seconds ? 

Mr. Cornett. From offices maintained by the steamship lines who 
are members of the conferences in St. Louis. 

The Cuarrman. The conferences maintain information offices in St, 
Louis ? 

Mr. Cornet. Rates are available to any port in the world. 

The CuatrMan. We had a witness from St. Louis who said he could 
not get the freight rates. 

Mr. Cornet. Ask him to see me. I will be glad to give him the 
telephone numbers. 

The Cuarrman. I do not question the witness’ statement at all. | 
just make the observation. 

Mr. Cornett. I personally have been in this business of exportation 
of seeds about 15 years but our company has been exporting seeds for 
more than 100 years. 

Our company was formed in 1845, a Missouri corporation. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

The Cuatrman. Mr. Downing? 

Mr. Down1Nna. What is the relationship of freight rates to the price 
of your product ¢ ‘ 

Mr. Cornet. It varies considerably, sir. Our great and large ton- 
nages in export are usually of what we call field seeds or hybrid corn. 
In the case of field seeds the ocean freight rates are sometimes as much 
as 25 percent of the total c.i.f. cost of the merchandise. Most of the 
shipments that we make today and in which our tonnage is increasing 
in profit from our membership in conferences are vegetable seeds 
and in that case the ocean freight is inconsequential compared with 
the price of the seeds. 

Mr. Downine. That is what I was thinking of. 

Mr. Cornet. The prices of field seeds will vary from $4.50 per 100 
pounds to maybe $35 per 100 pounds, but the prices of vegetable 
seeds will vary from $1 to $15 per pound. 

Mr. Downrine. Do you have any trouble with this f.o.b.-f.as. 
problem ¢ 

Mr. Cornett. I do not know what you mean by troubles. We have 
troubles in everything we do. 

Mr. DowntneG. Does your consignee request you to ship by non- 
conference vessel ? 

Mr. Cornett. We have no request, sir. Our standard terms are 
f.o.b. steamer at New Orleans and we specify that for that we under- 
take all freight forwarding charges including inland freight, drayage, 
and trucking charges until the merchandise is safely stowed on board 
the steamer. 

We have a contract with a freight forwarder. We use the port of 
New Orleans as much as we can, gentlemen. 
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My friends from Raleigh or from Maryland perhaps will not like me 
for that but it is a matter of convenience and inland freight rates that 
determines where we ship. We are not a shipper of tremendous ton- 
nages. We are actually a small shipper and have found, through the 
years, that it is much to our advantage to consolidate our shipments as 
much as possible through one port and on one steamer when we can 
in order to acquire a little more prestige because our weights are 

ater. 

We use the port of New Orleans largely because of its convenience. 
On an f.o.b. basis, we include in our quoted price all of the costs of 

utting this merchadise on board the steamer and seeing to it that it is 
safely stowed below decks. We charge the customer only for fees 
for forms and services that we may be charged by the consul of his 
nation to prepare the documents. 

Mr. Downino. Thank you very much. 

The Chairman. Mr. Casey. 

Mr. Casey. Have you ever shipped other than by the conference 
system ? 

Mr. Cornett. I do not remember of any such incident at the time, 
Mr.Casey. I donot think we have. 

Mr. Casry. Are you familiar with some of the charges against the 
conference system or complaints against the conference system? Are 
you familiar with any of those? 

Mr. Cornet. Not too much so, The conference system, you say ? 

Mr. Casey. Yes. 

Mr. Corneut. I am sorry. I thought you were speaking of non- 
conference. 

Yes, I have heard of some of the complaints against it. I have no 
complaints and I might be able to discuss some of them if you have 
some pertinent questions on that subject. 

I am not an expert because I am in the seed business. My business 
is selling seeds, and I like to spend my time doing that rather than 
chasing from here to there to find the lowest possible rate at which I 
could ship my merchandise. 

Mr. Casey. I understand that. You, of course, made a very strong 
statement in favor of the conference system here, concluding that it is 
voluntary in that one may withdraw freely at any time without re- 
prisal or recrimination. 

If one withdraws one pays a higher freight rate though, does he not ? 

Mr. Cornett. I understand you do. That is right. 

Mr. Casey. Do you think that there is a place in our merchant ma- 
rine system for the inland and the nonconference line ? 

Mr. Cornett. I am pretty sure that there must be, sir. I imagine 
that people who ship cargoes that can be shipped in bulk and that will 
more or less completely fill an ocean vessel can probably afford the 
time necessary to seek out the very cheapest method of delivering 
that cargo somewhere in the world. 

Mr. Casey. You have always shipped by the conference system and 
only ship one particular type of product, namely seeds ? 

Mr. Cornet. That is right. 

Mr. Casey. Trying to view, if you can, the shipping picture and the 
export business as a whole, do you think that the 100-percent patron- 
age contract is a little harsh on an exporter ? 
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Mr. Cornetu. No; I do not see that it is. You see, I look at the 
contract as a favorable thing for me from this point of view: In 
exchange for sending my freight via the conference steamer, I receive 
a preferential rate. 

First, I feel I should have that rate as a benefit of the contract 
and my willingness to contract under those circumstances. 

Now, if I do not wish to join the conference, then I believe that the 
higher rate possibly is to help justify the steamship company in main- 
taining a service and having it ready for my use without knowing that 
I am going to use it. 

Mr. Cassy. I understand that. 

Mr. Cornewi. Maybe I did not understand your question. 

Mr. Casry. You do not believe that the 100-percent patronage pro- 
vision of the conference contract is too harsh ? 

Mr. Cornet. In my case it is not tooharsh. I have no knowledge 
of any case where it could be considered too harsh. 

Mr. Casey. Thank you, sir. 

The Cuatrman. Mr. Johnson. 

Mr. Jounson. Mr. Corneli, what percentage of your business is 
export ? 

Mr. Cornett. It varies from year to year. We try to maintain it 
at a 100-percent average of our total sales. 

Mr. Jounson. I think you stated that your competition abroad, as 
you express it, is lively. 

Mr. Cornett. It is. 

Mr. Jounson. And I believe your testimony is that you are looking 
for the lowest possible rate so that you can sell the merchandise 
abroad; is that correct ? 

Mr. Cornett. That is right. 

Mr. Jounson. You feel that under the conference system you are 
getting a realistic rate ? 

Mr. Cornett. Yes, sir. 

Mr. Jounson. Do you think the rates that they classify for your 
products are fair rates ? 

Mr. Cornett. I do. 

Mr. Jounson. Yet you gave an illustration where you had to go to 
the conference to get a reduction. . 

Mr. Cornett. That is right. 

Mr. Jounson. Then that rate was not realistic ? 

Mr. Cornett. That is right. 

Mr. Jounson. So that you cannot say that universally it is 
realistic ? 

Mr. Cornett. May I tell you the difference, though ? 

Mr. Jonnson. Yes. 

Mr. Corneut. The rate that the conference had established which 
had been in effect for some time was a dollar per 100 pounds. The 
German buyers, by pooling their tonnage, had found a nonconference 
line that was willing to take the entire load which was close to a ship- 
load for 95 cents per 100 pounds, not a great reduction. 

Mr. Jounson. As to the classification set forth in the schedule by 
the conference system, have you any criticism of that? 

Mr. Cornett. Of the conference system ? 

Mr. Jounson. As to its classification of scheduled rates. 
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Mr. Cornett. No; I have on occasion expressed to the conferences 
with whom I keep on speaking terms and I find them very reasonable 
and willing to listen. We have no great differences at all. 

Mr. Jounson. We have had a witness testify that in respect to seed 
one rate was given for seed peas substantially lower than for the ordi- 
nary peas even though both occupy the same space and were packed 
the same. f 

Have you had experience of that nature? 

Mr. Corneut. I know that exists. 

Mr. Jonnson. You have no complaint then as to that classification ? 

Mr. Corneut. No, sir. 

Mr. Jonnson. You feel that that is all right? 

Mr. Corneui. May I explain why? 

Mr. JouHnson. Yes. 

Mr. Corne.t. I can do it very briefly. Seed peas may be worth 
anywhere from 10 cents a pound to 25 cents a pound. Dried peas 
for eating purposes may be worth 2 to 3 cents a pound. 

The risk that the steamship owner takes in handling a shipment of 
seeds which are easily damaged by sweating, by salt water, by exposure 
tomoisture which may kill the germination 1s great. He takes very 
little risk in handling a shipment of peas which may be destined ulti- 
mately to feed cattle or at the best for human consumption and whose 
intrinsic value is only one-tenth perhaps or less of the value of seed 


Mr. JouNson. You are a signatory to how many conferences? 

Mr. Cornett. Five at New Orleans and I am not able to tell you 
how many others. I have an assistant, our foregn freight traffic 
manager, who handles the details of those matters. 

Mr. Jounson. Do you have any criticism as to lack of uniformity 
existing between the contracts in the various conferences? 

Mr. Corneti. Not so far as seeds are concerned; no, sir. I know 
of nothing else. The only rates I have in mind are those for seeds 
and I find them quite uniform and reasonable. 

Mr. Jounson. Of course, you have come out very strongly for the 
conference particularly with the tie-in of the dual rate. 

Mr. Cornett. That is right. 

Mr. Jounson. What comment would you have as to a rebate 
system ? 

“Mr. Cornett. Rebates always cause a great deal of difficulty in 
the bookkeeping department. 

Mr. Jounson. Would you be opposed to rebates ? 

Mr. Cornett. I am opposed to any rebate and also I have lived 
long enough to know that over the years rebates have sometimes devel- 
oped a rather bad odor in some industries for some purposes. 
Whether they would in this case or not, I do not know, but I do not 
like rebates. 

I like to know in advance what I am paying and I do not par- 
ticularly want any privileges over my competitor when it comes to 


_ shipping. 


do not want any advantages but I would like to know that I have 

a definite amount to pay and that it will perhaps be the same tomor- 
row and in return I will get liner service. 

Mr. Jounson. Well, is the rate set forth on your bill of lading 


| always the correct rate for transportation charges? 
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Mr. Cornewi. Well, I should say yes, but it is subject to the human 
error that occurs in everything. It is the correct rate as our rai] 
invoices show the correct rate. 

We do have to audit them and we sometimes find an error which 
we report and it is corrected. 

Mr. Jounson. Is there any policy of any refund, to your knowl- 
edge, to the shipper ? 

Mr. Cornett. Not to my knowledge. 

Mr. Jounson. You have never experienced that ? 

Mr. Cornet. In our particular case we do not pay the bill unti] 
we have audited the rate and if it is incorrect we adjust it and notify 
the shipping company what the error amounts to. 

Mr. Jonnson. I have one final question. In your concluding re- 
marks, you state: “Please do what you can to conclude this discussion 
to provide what corrective measures are necessary and desirable, all 
at the very earliest possible date.” Now, what corrective measures 
do you feel are desirable and necessary ? 

Mr. Cornett. Well, I am not in position to advise you, Mr. Johnson, 

Mr. Jounson. You must have had something in mind when you 
mentioned that. 

Mr. Corneut. If there are any is what I meant, if you find any 
that are desirable. 

Mr. Jounson. But you have no suggestions ? 

Mr. Cornett. No suggestion because actually, gentlemen, I am seri- 
ous when I say that in the last 14 or 15 years since I have been director 
of the export division of my company, we have come to have great 
respect for the gentlemen who operate the conferences. We have 
had excellent service and only because of them I believe we have been 
able to develop this very profitable and almost worldwide distribu- 
tion of American grown vegetable seeds. 

Mr. Jounson. Thank you, sir. 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. I have no questions. 

The Cuarrman. You say that in your own mind you do not know 
of any problems under the present system of dual rate contracts. 

Mr. Cornett. I have none to suggest, sir. 

The Cuarrman. Thank you. 

Does counsel have questions ? 

Mr. Zincke. Mr. Corneli, you said that you had no trouble in get- 
ting information concerning tariffs, that you merely picked up a 
phone and got the answer; is that correct? 

Mr. Cornett. Yes. 

Mr. Zincke. When you picked up the phone and received that 
answer, were you told for how long that rate was good ? 

Mr. Cornett. Well, no, I am not, nor do I ask. 

Mr. Zincke. So that you do not know whether it will be changed 
the next day ? 

Mr. Cornett. Yes, I would not expect it to be changed the next day. 
I would be very loud in my complaints to the conference of which I 
am a member if it were changed the next day. 

When rates are changed, I always have ample notice that the change 
is proposed. 

Mr. Zincke. How do you receive that notice? 
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Mr. Cornett. Usually by mail. I received it by telephone on one 
occasion that I remember in order to speed up the action of the con- 
ference. I have received it by telegraph on an occasion or two. 

Mr. Zrncxe. “In order to speed up the action of the conference.” 
Do your conference contracts provide for notice of proposed rate 
changes ¢ é 

Mr. Cornett. I believe so, but I am not certain. 

Mr. Zincke. When you say “speed up the action of the conference,” 
what do you mean? You have nothing to do with the action of the 
conference, have you ? 

Mr. Cornett. No, but the conference perhaps may have had a com- 
plaint that one or more of their rates are entirely out of line and that 
gome provision should be made and under pressure of a shipper other 
than myself perhaps they are anxious to investigate the situation as 
quickly as possible and give relief. 

Usually that happens, or at least the one case in which I was called 
by telephone had to do with a plan to reduce the rates, not to increase 

em. 

Oe Zinck®. Did the conference ask your permission to change 
the rate ? 

Mr. Cornett. No, they asked if I thought it was a nd thing to 
do and asked my opinion of the existing rate and told me what the 
proposed rate was. 

y natural answer, sir, I can tell you, was, “Of course, I am a 
shipper. Iam always in favor of the lowest possible rate.” 

Mr. Zincxe. But you are notified in advance of all rate changes? 

Mr. Corneui. So far as I know, we have been notified of all rate 
changes. 

Mr. Zincke. Are you aware of whether other shippers are likewise 
notified or whether you are receiving special treatment ? 

Mr. Cornett. I am not aware, but I assume they are. 

If I were a member of a conference I would certainly insist that I 
bekept briefed on such subjects as that. 

Mr. Zinckr. You have no way of insisting, have you? 

Mr. Corneut. I have a way of insisting, yes sir, by letter, telephone, 
or telegraph at any time. I raise my voice to the conference, when I 
am opposed to any action or proposed action that I think is detrimental 
tome, as loud as I can. 

Mr. Zinckr. Have you read your contracts? 

Mr. Cornett. Yes, I think I have but not recently, sir. 

Mr. Zincxe. I mean do the contracts provide any basis for your 
insisting on notification 

Mr. Cornett. I do not know that they do. I believe they do not but, 
nevertheless, I do raise my voice when I feel it necessary. 

Mr. Zinckr. And you say that your seed sales are made up to 2 
years in advance of shipping ? 

Mr. Corneut. That is right. 

Mr. Zincxe. Is it your expectation that the shipping rates will hold 

firm for 2 years? 
_ Mr. Cornet. May I say it is my hope but it has been my experience 
in the years that I have been in the business of director of my export 
division that the rates for my kind of merchandise change very seldom, 
and insignificantly, when they do. 
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Mr. Zincxs. Now, you said that you were heard promptly ang 
fairly in connection with high rates or proposed increase in rates, 
What form does that hearing take ? 

Mr. Cornett. It may take the nature of a letter, accompanied by 
material that we have felt necessary to submit to the conference to 
support our position. It may take the nature of a ir call 
supported by a — letter or telegram or it may take the cage 
of a personal appearance by our foreign traffic manager at a hearing, 

Mr. Zincke. To whom is the letter addressed normally ? 

Mr. Cornett. Tothe company. 

Mr. Zrncke. The steamship company that you ship on? 

Mr. Cornett. From the conference to me, to our company. 

Mr. Zinckr. You state when you had a hearing you received it jn 
three ways, once by a letter, once by a telephone call, and in the third 
by anappearance. I am asking to whom you address your letter in that 
case. 

Mr. Cornett. To the conference. 

Mr. Zincke. To whom do you make a telephone call ? 

Mr. Cornett. To the conference office. 

Mr. Zincke. Before whom do you have the hearing ? 

Mr. Cornett. The conference, at their office. 

_ Mr. Zincxz. Before whom do you appear when you have the hear. 
ing ? 

Mr. Cornett. We appeared once upon a time not so long ago before 
the Gulf French Atlantic Range Conference. I may have the words 
in the name of the conference in the wrong order. 

Mr. Zincke. Do you appear before an individual or a group? 

Mr. Cornett. Before a group. 

Mr. Zincxke. Does the group consist of a committee or is it the entire 
conference membership ? 

Mr. Cornet. A committee of the conference in that particular case, 

Mr. Zincke. Youstate, on page 4 of your statement. 


Uncertainties in the field of ocean freight rates and liner schedules are not 
not conducive to smooth and continuous growth of our American export activities, 


To what uncertainties are you referring ? 

Mr. Cornett. Well, by liner service, I mean a service of ships sail- 
ing on previously known schedules to certain definite foreign ports, 
and we believe that the conference system as it exists today is the only 
way that we can persuade the steamship owners to maintain such serv- 
ice. That is one of the things we contract for. 

Mr. Zinckxe. What provision in your contract provides for that? 

Mr. Cornett. I have not the contract here, sir. I cannot tell you. 

Mr. Zincke. Can you state that there are such provisions in your 
contract ? 

Mr. Cornett. It is my understand that there are. 

Mr. Zrncke. And you have read these contracts ? 

Mr. Cornett. Not recently, but I have read them. 

Mr. Zincke. You have read them. We come back to the word “un- 
certainties.” To what uncertainties are you referring ? 

Mr. Cornett. Whether or not the ship will sail as scheduled. 

Mr. Zincxe. Are there any existing uncertainties ? 

Mr. Cornett. I understand that you have that uncertainty with 
nonconference steamers sailing without schedules, 
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Mr. Zrncxe. Are there any uncertainties in connection with pres- 
ent operation of conference steamers ? 

Mr. Corneui. Only those that are unavoidable, the acts of God, or 
strikes, war, accidents. 

Mr. Zrncke. Under the circumstances, then, there is no reason for 
you to press this committee for haste if there are no uncertainties in 
the present situation. That is true, is it not? 

r. CorNELI. Yes, but I would like to have this present system ap- 
proved legally. I hate to be party to an illegal conference or oper- 
ation of any kind, if this is illegal. I hope that it can be maintained 
after you folks are through with it much in the same manner that it 
is being operated at the moment. 

If you do wish to change it, I hope you can do it promptly so that 
we can adapt ourselves to what you consider the right way to handle 
export shipping. I do not know what it is. 

. ZrncKe. You are perfectly content with the present system. 
It is operating smoothly so that the uncertainties that you mention are 
purely figments of your imagination; is that so? pie 

Mr. Cornett. Maybe so. I hope there are no uncertainties. I 
hope we can continue with the smoothness to which we are ac- 
customed. 

We operate under this system smoothly now largely because we 
are familiar with it and accustomed to it. It is largely a matter 
of custom rather than statement in contracts. 

Mr. Zincke. How many of the conferences in which you are a 
signatory utilize dual rates? 

r. Cornett. I believe all of them. 

Mr. Zincxe. Are you familiar with the difference between the con- 
tract rate and the noncontract rate in those conferences ? 

Mr. Cornett. Yes. I was familiar with it a week ago when I was 
told what the rate to Barranquilla, Colombia, was on grass seeds un- 
der the conference system and without a contract. I have forgotten 
those rates and do not have them in my briefcase. 

Mr. ZincKe. What was the occasion for being told that? 

Mr. Cornet. I wondered whether I was securing the lower rate 
I thought I was entitled to by being a member of the conference, and 
it had been some time since I asked what the rate on this particular 
item to Barranquilla was. 

Mr. Zincxe. You feel, as a contract signatory, that it is necessary 
for the conference to reassure you from time to time that you are get- 
ting the lower rate? 

Mr. Cornett. No, I merely did not have those rates in my file 
and I asked both rates, the contract and noncontract. 

Mr. Zincke. You never use the tariff rate. What difference does 
it make what it is? 

Mr. CorneE.L. It is necessary to know because our competitors some- 
times have to pay it who are not members of the conference and I like 
to know what costs my competitors face. 

Mr. Zincke. That is all, Mr. Chairman. 

The Cuarrman. The uncertainty that you mentioned here is that 
the present status quo exists only up until a certain date under the 
act passed by Congress as the result of the Supreme Court decision. 
Is that the uncertainty to which you refer ? 
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Mr. Corneut. That is one of the uncertainties I had in mind. Ap. 
other definite uncertainty in my business is simply this, sir: We are 
asked to undertake the growing of certain types of vegetable seeds 
for Thailand that they have historically purchased from China, now 
Red China. Under pressure of our Government, the Thai Goverp- 
ment has banned the importation of all vegetable seeds from China, 
They have no source for these seeds. 

At the request of the State Department we have arranged for means 
to grow these seeds in the United States on American farms. It wil] 
take 2 years to harvest the first crop because the type of seeds they 
wish us to grow are the kind that are known as biennials. They live 
1 year, survive a winter, and bloom and produce their seed crops in 
the second year. 

We are asked to quote a price to the Thai Government for delivery 
of these seeds in 1961. We are basing our price on the present con- 
ference rate to Bangkok. 

We hope that ocean steamship rates do not become a matter of ugly 
competition by tramp steamer or that a nonconference steamer will 
start dropping rates and they will get out of control and our com- 
petitors quoting later will be able to undersell us. 

That is simple, and all I have to say. 

The CuarrmMan. Thank you. 

The next witness is Mr. Boring. 

Is Mr. Boring present ? 

Is Mr. J. E. Burke present ? 

Come up, Mr. Burke. 


STATEMENT OF JAMES E. BURKE, VICE PRESIDENT FOR FOREIGN 
OPERATIONS, STEWART-WARNER CORP., CHICAGO, ILL. 


The CHairMan. Do you have a prepared statement ? 

Mr. Burke. No, sir; I donot. 

The Cuatrman. You may proceed, Mr. Burke. Give your full 
name and identification. 

Mr. Burke. James E. Burke, vice president of foreign operations 
for the Stewart-Warner Corp., Chicago. 

The Cuatrman. You may proceed. 

Mr. Burke. I will state my view of the conference very simply. 

As a regular shipper to various parts of the world, we like orderly 
arrangements on our shipping so long as we do not have to pay exces- 
sive freight costs. 

Over the years, by and large, we have used conferences. At times 
we have used nonconference steamers. Those situations have de- 
veloped. They have not developed much in recent years because of 
competitive situations where the conference rates may have caused 
us to lose business or where we felt the conference rates were too high. 
However, we do have this criticism of the conferences in that if you 
make a plea to the conferences which we have—and we have never 
had occasion to do it personally but have done it in writing and have 
addressed it to the New York offices of these conferences—they seem 
to drag the thing along for a great period of time and usually their 
response is negative. 

The Cuarrman. You are speaking of conferences operating with a 
dual rate contract ? 
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Mr. Burke. Yes, that is correct. We have a situation now which 
js the only one I can bring to mind recently in which we do not hap- 

n to be the shipper. It happens to be a firm in New York which 
acts both as a sales representative out in the Far East and also as the 
shipper of their merchandise and one of our subsidiary companies is 
up against a very bad competitive price situation in the Philippines. 

This New York house has gone to this shipping conference and 
asked for a reduction in the rates and the shipyne conference has 
told these people, and I only have this verbally but I am quite sure 
they are giving me the facts, that the conference said that the amount 
of money involved in the shipping of this product out to the Philip- 

ines does not justify any readjustment in the rates. 

This volume of business may not mean much to the conference. It 
represents about $30,000 of product sales in a year so that we will say 
that the cargo involved is worth about $2,000 from our company to 
the conference but, nevertheless, we do not like to lose $30,000 worth 
of business. 

What we will proceed to do is that we will either ship ourselves, act 
as the shipper instead of having this New York house ship or at the 
first opportunity when this contract with the conference is terminated, 
we will ship through a nonconference line. 

The CuarrmaN. You can terminate your contract any time, can 

ou not ? 
: Mr. Burke. Yes, that is correct. We like the orderly arrangements 
we have under conferences so long as their rates are equitable, and in 
most cases they have been, but we do not like the review arrangements 
we have. I think they do not giveand have not given even us proper 
consideration in the past. I think they have been arbitrary in their 
attitude. 

The CHarrman. Where you have failed to get the desired adjust- 
ment from the conference itself, have you applied to the Maritime 
Administration ? 

Mr. Burke. No, sir. We have not. 

The Cuarrman. You know that you can apply to them? 

Mr. Burke. Well, I have known of that in recent years but I am 
sorry to say we have not taken advantage of that opportunity. We 
should have done it. 

The Cuatrman. Are there any questions? Mr. Glenn? 

Mr. GuENN. I have no questions, Mr. Chairman. 

The Cuarrman. Mr. Garmatz? 

Mr. Garmatz. What do you mean by your review arrangements? 
Do you mean in applying for a reduction ? 

Mr. Burke. Yes, we i gone to this conference and said, “Here 
is the situation. Our competitor, an English competitor, is getting 
this business. We happen to know, because our agent in Manila has 
told us, that this is the rate from England to Manila. This is the rate 
you are charging us from New York to Manila. This high cost New 
York to Manila is one of the factors which has caused us to lose this 
business. We would like you to reduce your rate.” 

Sir, I cannot give you this in writing, but this New York organiza- 
tion representing us says that the conference chairman said, “No, sir; 
not enough money involved in this to have a review.” 

Mr. Garmatz. What do you export? 

Mr. Burke. You mean the total volume of the corporation ? 
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Mr. Garmatz. Roughly. 

Mr. Burke. iineeatiine over $3 million. This does not include 
exports from our factories in other countries. 

Mr. Garmatz. Where do you export to, roughly ? 

Mr. Burke. It shifts, of course. I would say practically every- 
where in the world outside of the Communist countries in varyi 
amounts, Obviously, to certain countries you export a great d 
more than to others. 

Mr, Garmartz. Your relationship with the conferences had not been 
too pleasant ? 

Mr. Burke. No, I do no want to leave that impression but in thoge 
situations where we felt as though the rates were hurting us, I do not 
think the conferences have been too willing to lower their rates? 

Mr. Garmatz. Have they given you a reduction at any time? 

Mr. Burke. No, we have never had a reduction. 

Mr. Garmatz. How many times have you asked for a reduction? 

Mr. Burke. I suppose four or five times over a long term of years, 
80 years. Ours is a high value commodity ordinarily. It is not ag 
though we were shipping a low value commodity. 

Mr. Garmatz. That is all, Mr. Chairman. 

The Cuarrman. Have they increased your tariff in any instance? 

Mr. Burke. No, sir; they have not. 

The CuHarrman. How long has the present tariff been in existence? 

Mr. Burke. We have different tariffs for different commodities to 
the best of my knowledge, and this is handled by some of my assistants, 

The Cuairman. How long have they been in existence ? 

Mr. Burke. I would say about 2 years. 

The Cuairman. Prior to that were they higher or lower ? 

Mr. Burke. They were lower. 

The Cuarrman. Mr. Downing? 

Mr. Downrne. I have no questions. 

The CHarrMan. Mr. Casey? 

Mr. Casey. You favor the conference system insofar as the regu- 
larity of service and the stability of the rates but it is the rates them- 
selves and the manner in which the adjustment, if any, is obtained that 
you complain about, is that right ? 

Mr. Burke. Yes, sir. That is correct. 

Mr. Casey. Do you think that there should be more regulation of 
these rates by Government ? 

Mr. Burke. Frankly, I do not know how that could be accomplished 
in a practical way. As I see it as a shipper, the remedy we have is 
to terminate our agreement if the conference does not give us satis- 
faction and then face up to a situation where we may or may not 
get regularity of service through nonconference lines. 

Mr. Casey. Do you think that it would be more conducive to them 
quickly considering a reduction of rate if you were not required to 
sign a 100-percent patronage contract? In other words, if you had 
some leeway to go nonconference at some times without forfeiting 
your future rights to ship on the lower conference rate, do you think 
that that would encourage them to move a little more rapidly on con- 
sideration of rates ¢ 

Mr. Burke. Frankly, I do not know. Their mentality has been in 
the past that in the few instances on which we have had occasions to 
complain they have not been inclined to do anything. 
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Mr. Casey. The only thing you can do if you do not like it is to file 
your appeal with the Maritime Board ? 

Mr. Burke. Yes, sir. 

Mr. Casey. The Maritime Board’s only act is to tell them, “You 
ought to reduce it,” and if they do not, take the drastic action of dis- 
solving the conference. 

Mr. Burxe. Yes. 

Mr. Casey. Do you think there ought to be something in between 
that drastic action of dissolving the conference and the Maritime 
Board bringing those rates back down? Do you think they ought 
to have some authority in between there to give you some relief in 
case they are wrong? 

Mr. Burke. Yes; I do. In other words, relief should not only be 
considered for the large shipper where there is a tremendous amount 
of money involved in cargo. I think the smaller shipper ought to 
be given just as much consideration as the larger shipper. 

Mr. Casry. Other than some more regulation by the Government, 
if you were, say, required to ship 50 percent of your cargo on con- 
ference lines and the other 50 percent were free and you can ship it 
either conference or nonconference, do you think that that might 
encourage them to be more consideration of rate reduction in order 
to get that other 50 percent of your shipment? 

Mr. Burke. Well, I never thought of that before but, giving you 
a quick answer, I think it would. 

r. Casry. That would eliminate more governmental regulation 
and still leave it on the voluntary and self-regulatory basis, would 
it not ? 

Mr. Burke. Yes, sir. I agree. 

Mr. Casey. From the statements you have made here, I assume that 
you think then that a good independent line is necessary for a healthy 
maritime industry, do you not? 

Mr. Burke. Yes. As a matter of fact, if you totally eliminated 
the conference system and had assurance of good independent lines 
on all of the routes of the world, I probably would not argue in favor 
of the conference system at all but I doubt whether you would obtain 
that. 

Mr. Casey. We know what the other extreme is when you have 
no conference system and there is no stability. 

Mr. Burke. That is right. 

Mr. Casgy. But we also are faced with the problem that if, as 
asserted by the independent lines, we legalize the conference system 
and dual rate system, including the 100-percent patronage, you may 
eliminate all independent lines. Then we have to come down to more 
Government regulation. 

Do you think those ideas that I proposed there merit some con- 
sideration ? 

Mr. Burke. Yes; the 50 percent free and the 50 percent in the con- 
tract; yes, do. That isa good idea. 

Mr. Cassy. I have no further questions. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. Mr. Burke, your company is signatory in how many 
conferences ? 

Mr. Burke. Well, I did not bring the documents with me, sir. 

Mr. Jonnson. Approximately how many? 
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Mr. Burke. I would say possibly about a dozen. 

Mr. Jounson. Have you any comment as to whether they are uni. 
form in their terms and conditions of the contract? 

Mr. Burke. Well, frankly, sir, they are like railroad bills of lading 
and these contracts you sign when you buy a ticket out of Midway 
Airport. I have not read them for a long time nor has anybody in 
our organization. We sign contracts with our overseas distributors 
but, by and large, we and they operate on the basis of good faith 
and not according to legislative phrases. 

Mr. Jounson. In other words, they are rather long as to the number 
of provisions, and you say that for the most part you do not bother 
to read them? 

Mr. Burke. We did years ago. 

Mr. Jounson. Why did you discontinue reading them? 

Mr. Burke. Press of other work. 

Mr. Jonnson. You felt there was a binding contract’; did you not? 

Mr. Burke. Well, it was a binding contract for 1 year; yes. 

Mr. Jonnson. Your criticism is that there are not proper review 
arrangements. Would you recommend that the contracts provide 
that there would be a time element specified when a review must be 
heard or acted upon ? 

Mr. Burke. Yes; I think so. I think one of the members of the 
committee here asked the previous witness as to what testimony was 
requested or, rather, what reply the conference made. In the ex- 
periences we have had all the conference said was that the rate could 
not be changed. 

Mr. Jonnson. In how long a period do you feel that the matter 
of review should be disposed of ? 

Mr. Burke. I would say in 90 days, at least. 

Mr. Jounson. Is there considerable competition abroad in your 
business ? 

Mr. Burge. Yes; great competition abroad. 

Mr. Jounson. And the rate, of course, is very important to your 
company. 

Mr. Burke. That is correct. 

Mr. Jounson. Do you have any criticism as to the rates you are now 
paying as being too high or not realistic? 

Mr. Burke. No; we have had no such situations except this one 
occurring in the case of Manila, which I have cited. 

In fact we have a plant in England and we have found that some- 
times the English lines shipping from London to Stockholm will 
charge us as high a rate as we can get from Chicago to Stockholm 
through the Great Lakes. 

Mr. Jounson. Do you have any criticism as to the classification 
used by the conference dealing with rates? 

Mr. Burke. No; I think generally there has been an attempt on 
the part of the conference to relate those rates to the rates that are 
used by domestic carriers. 

Mr. Jounson. I have no further questions. 

The Cuarrman. Counsel ? 

Mr. Cowen. Mr. Burke, you said that you are a signatory to 12 
conferences, roughly. 
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Mr. Burke. Roughly; yes, sir. 

Mr. Cowen. And in each instance is any of those conferences 
domiciled here in Chicago? 

Mr. Burke. To the best of my knowledge, they are not. 

Mr. Cowen. What I am getting at, sir, is that in order to clarify 
any rate situations which might exist, you will have to take them 
yup with either San Francisco, New York, New Orleans, or some point 
where the conferences are domiciled ; will you not ? 

Mr. Burke. Yes, sir. 

Mr. Cowen. Are you furnished the tariffs here in Chicago, the 
schedule of rates ¢ 

Mr. Burke. Yes, we are. 

Mr. Cowen. You are furnished them by all of your conferences? 

Mr. Burke. Yes, sir. 

Mr. Cowen. But in order to take up any situation which might 
arise quickly, you must take it up with the conference chairman where 
he is domiciled ? 

Mr. Burke. Yes, sir. 

Mr. Cowen. What is the usual lapse of time in any such proposition 
of that type, sir? 

Mr. Burke. You mean where we have complained of hardship? 

Mr. Cowen. Yes, sir. 

Mr. Burke. Well, it has taken at least 3 months, usually longer. 

Mr. Cowen. That is before you can get an answer? 

Mr. Burke. Yes; not an answer to the correspondence but a deci- 
sion. 

Mr. Cowen. A decision where you are requesting a different rate? 

Mr. Burke. Yes. That is one of the criticisms I have of the con- 
ference system. 

Mr. Cowen. Yes, sir. 

That is all, Mr. Chairman. 

The CuarrmMan. Thank you very much. 

Mr. Burke. Thank you. 

The Cuarrman. Mr. Boring? 

You may proceed. Give your name and identification. 


STATEMENT OF W. M. BORING, GENERAL TRAFFIC MANAGER, 
THE VENDO CO., KANSAS CITY, MO. 


Mr. Bortnc. My name is W. M. Boring, general traflic manager of 
the Vendo Co., 7400 East 12th Street, Kansas City, Mo. I have been 
affiliated with the Vendo Co. since its incorporation in 1937, during 
which period I have handled all aspects of their transportation mat- 
ters including that of export. 

The CHarrMan. What is the Vendo Co. ? 

Mr. Bortna. The Vendo Co. is the world’s largest. manufacturer of 
beverage and food vending machines, and of course, distributor of 
beverage and vending machines. We also have food, cigarette, and 
candy machines, all coin operated. 

Our home office is at Kansas City, Mo., and branch or affiliated plants 
at Fresno, Calif., and Aurora, Il. The plant in Fresno is named the 
Vendorlator Co. and the plant at Aurora is named Stoner Manu- 
facturing Co. 
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We have shipped our various commodities to foreign countries dyr. 
ing the past 15 years and somewhat extensively during the past 5 
years. The terms of our sales to export customers vary from f.o,b 
f.a.s., c.i.f., sight drafts and letters of credit. The shippers’ export 
declarations and all other preparatory documents in connection there- 
with are prepared in the traffic department under my direction, | 
did not mention that. 

During this entire period, we have been parties under contractual] 
relationship with various ocean shipping conferences, mostly the gulf 
conferences, and have found their rates and services to be most satis. 
factory throughout the years. 

During our many years of experience and observation in the han- 
dling of export shipments to various countries throughout the world, 
mostly European incidentally, it is our considered opinion that the 
dual-rate system, established and championed by the conference 
method, provides for us the best overall shipping arrangements, It 
is our further opinion that the conference method of publishing ocean 
rates offers us a greater stability of rates necessary for our long-ra 
planning of our foreign business. Wealso feel that it protects us from 
rate discrimination and insures more dependable sailings and im- 
proved service. Accordingly, we would like to herewith go on record 
as supporting continuance of the present conference method of pub- 
lishing ocean freight rates. 

The CuarrMan. You understand that at any time you do not like 
the dual-rate system you can void your contract ! 

Mr. Bortna. I believe we have a 60 days’ notice clause, yes, sir. 

The Cuatrman. Mr. Garmatz? 

Mr. Garmatz. Have you been notified of any rate increases or de- 
creases? Do you get a notification if your rates go up or down? 

Mr. Bortne. Yes, we do. Sometimes we apply for rate reduction 
and, of course, we follow that very closely. 

Mr. Garmatz. Have you received any reductions or increases lately 
or has it been stable? 

Mr. Bortna. Yes; we have received reductions. 

Mr. Garmatz. When did you receive the last reduction ? 

Mr. Bortnea. Well, the last reduction was, I believe, about 6 months 
ago and then, of course, it was reaffirmed the first of June on about 
a 90-day basis. 

Mr. mene Was that in the month of December ? 

Mr. Bortne. Itshould have been. It was reinstated the first of June. 

Mr. Garmatz. How much of a reduction was it? 

Mr. Bortne. It was from $1.20 a cubic foot to 60 cents. 

Mr. Garmatz. It wascut in half? 

Mr. Bortne. From the port of New Orleans to European ports, 
Bremen, for instance. 

Mr. Garmatz. It was cut in half. Did you request that reduction! 

Mr. Borrne. ‘Yes, sir. 

Mr. Garmatz. That is all, Mr. Chairman. 

The Cuarrman. Mr. Glenn. 

Mr. Gienn. To what sections of the world do you mainly ship these 
vending machines? 

Mr. Bortne. Well, South American countries very sparsely. Of 
course, we ship heavily to Venezuela. Our main shipments now go 
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to Germany ; to the ports of Bremen, Amsterdam, some to London, but 
mostly to Germany. 

Mr. Guenn. Do youship any to the Far East? 

Mr. Bortne. Yes; some to the Far East but very sparsely there. We 
are working on that market. We hope to increase our shipments to 
the Far East, to Japan, and the Philippines. 

Mr. Guienn. Is that the only type of machinery that you make, 
beverage and food vending machines? 

Mr. Bortne. Beverage, food, and with the acquisition of the Stoner 
Co., we are adding cigarettes and candy and hot coffee machines to 
the line, and so forth. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuarrman. What is the average tonnage of your shipments? 

Mr. Bortne. Well, we have eight carloads en route now to southern 
ports. ‘They weigh 24,000 pounds per car load. That is about an 
average Shipment. 

The CHarrman. What is the cubic space ? 

Mr. Bortne. There are about 50 machines in each car, about 55 
cubic feet per machine. 

The Cuarrman. Mr. Downing. 

Mr. Downine. How long ago was this recent reduction in rates 
that you obtained in negotiation ? 

Mr. Bortne. About 30 days. 

Mr. Downine. Thirty days? 

Mr. Bortne. Approximately, yes. 

Mr. Downine. That was the tremendous reduction, over 50 per- 
cent ? 

Mr. Bortne. Yes; we thought it was very nice. We are trying to 
hang on to it. 

Mr. Down1na. And with what conference were you dealing at that 
time ? 

Mr. Bortna. Well, the southern conferences, the secretary of the 
gulf conference, I do not recall his name. I would recall it. 

Mr. Downtnea. Was it from the gulf conference that you received 
this reduction ? 

Mr. Bortna. It was various gulf conferences. I recall some other 
name than Mr. Carlys. 

Mr. Downina. It does not make too much difference. It was one 
of the gulf conferences, is that right ? 

Mr. Bortne. Yes. 

Mr. Down1nc. Was there any explanation or reason for this rather 
drastic reduction ? 

Mr. Bortna. No, our main contention for this was that our ship- 
ments had greatly increased in volume, several hundred percent, and 
we thought that the increase in volume justified a lower rate. 

Mr. Downinc. Do you have competition domestically ? 

Mr. Bortne. We are the world’s facet: We do about 70 percent 
of the world’s business. 

Mr. Downtna. Do you have any foreign competition ? 

Mr. Bortna. Not considerable, no. 

Mr. Downtne. What justification did you have to ask for a reduc- 
tion in rates ? 
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Mr. Bortne. The volume and then we do have, of course, Westing- 
house, Cavalier at Chattanooga, Tenn., and I believe the Frigidaire 
Corp., is one of our competitors. We have competition. 

Mr. Downtna. What is the relationship of tariff to cost price of 
your product ? 

Mr. Bortna. Well, you mean the invoice value of a machine, for in- 
stance ? 

Mr. Downtine. Yes. 

Mr. Bortne. It would run about $700 on an average. 

Mr. Down1inea. The cost of it would run $700? 

Mr. Bortne. The invoice price. The manufactured cost would be 
somewhat less. 

Mr. Down1nG. What would be the freight rate for that item? 

Mr. Bortnc. From Kansas City to New Orleans, the inland 
freight ? 

Mr. Downrne. No, the ocean freight. 

Mr. Borne. Well, at 60 cents for about 50 cubic feet it would be 
about $30. 

Mr. Down1nG. When did you get this rate reduction ? 

Mr. Bortne. When? 

Mr. Downtne. Yes, sir. 

Mr. Bortne. I told you I thought it was about 6 months ago and 
it is renewed the first of June. 

Mr. Downine. Thank you, sir. 

The Cuarrman. Mr. Casey. 

Mr. Casey. Mr. Boring, when did you make the request, just about 
30 days prior, about 7 months ago or was it earlier than that? 

Mr. Bortnec. Well, we made the original request about 7 or 8 
months ago and then, of course, made request for renewal about 30 
days prior to the due date. 

Mr. Casey. When you made your request, did you ask for a specific 
rate reduction ? 

Mr. Bortne. Yes, sir. 

Mr. Casey. And they gave you more than you asked for ? 

Mr. Bortne. No; they gave us exactly what we asked for. We asked 
for that ; yes. 

Mr. Cassy. That is when you fell out of your chair. 

Mr. Bortnc. Well, it was very pleasing information, I will say. 
Incidentally, it enables us to enlarge upon our business in the foreign 
countries to the benefit of all the various conference lines from the 
gulf ports. 

Mr. Casey. Yousay that helps you to enlarge on your business ? 

Mr. Bortna. Certainly. 

Mr. Casey. You mean that that much reduction in your freight rate 
encourages more buyers 4 

Mr. Boring. Well, it permitted a savings of about $70,000 a year 
and, of course, we can pass part of that on to the customers. 

Mr. Casey. Did it generate more business for you ¢ 

Mr. Bortne. That is what Isay. It enabled us to expand our opera- 
tions, yes, sir, and did generate more business. It did and is. 

Mr. Casry. You have most of the business anyway. You mean that 
that much difference would cause people to buy more of your machines! 

Mr. Bortne. Oh, surely, absolutely; it was very instrumental. 
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Mr. Casey. In asking for this rate reduction, did you suggest to 

them that you might start shipping nonconference if they did not 
roduce ¢ 

Mr. Bortne. No; I did not hold any ax over them or threats, 

Mr. Casey. It w as alla fr endly agreement. How did you make this 

uest? Was it in writing ? 

Mr. Bortna. Yes, sir. 

Mr. Casey. Did you talk to anyone or just send in a written appli- 
cation ¢ 

Mr. Borrna. I talked to a few of the lines as to my intentions, of 
course, and had a discussion, a friendly discussion with the various 
jines, and then sent in a formal application to the secretary of the 
conference. 

Mr. Casey. And the basis was that you were shipping more machines 
and since you were doing a tremendous volume you thought the rate 
was too high and wanted it cut ? 

Mr. Bortne. We had indications from the customers that if they 
could get machines a little cheaper they would buy more, so we had 
a double incentive volumewise. 

Mr. Casry. Just how much did that reduce the price of your ma- 
chine ¢ 

Mr. Bortnc. Well, we passed on most of the savings on the ocean 
freight. 

Mr. Casey. How much ? 

Mr. Bortna. One hundred percent. 

Mr. Casey. I mean how much did it reduce the price of the machine 
in dollars ? 

Mr. Bortne. About $70,000 for the year. 

Mr. Casey. How much is that on one machine? 

Mr. Borne. That would be about $30 or $35 on an average. 

Mr. Casgy. Do you feel that they made this reduction just on the 
basis that they had been charging too much ? 

Mr. Borne. Well, I never - inquired into the motives. The fact that 
we got it was enough for us. I did not get too inquisitive on that. 

Mr. Casry. Have you any idea in your own mind as to why they 
might have given you that reduction ? 

Mr. Borrna. I havea fe eling that they appreciated the business. 

Mr. Casey. Are there any independent lines on this particular trade 
route where you got this reduction ? 

Mr. Bortne. I presume there are. I have not inquired. 

Mr. Casey. Have you ever used nonconference lines ? 

Mr. Boring. No; when we sign the contract we abide by it. 

Mr. Casry. Have you ever thought of canceling out the contract on 
account of your rates being too high 

Mr. Bortne. I had no reason. 

Mr. Casry. Even though you thought the rates were too high ? 

Mr. Borrna. I have never thought it was too high. 

Mr. Casey. You must have or you would not have made application 
for reduction. 

Mr. Bortna. Well, it did not get to the point where I had to make 
that consideration. 

Mr. Casey. How often do you make these shipments of about 200,- 

000 pounds ? 
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Mr. Borrne. About twice a month. 

Mr. Casey. About twice a month ? 

Mr. Bortne. Yes, sir. 

Mr. Casey. You do have a terrific volume. 

Mr. Bortne. We think we do. 

Mr. Casry. You said that ran how many cars; eight cars ? 

Mr. Borrnea. Eight cars. 

Mr. Casry. And each car weighs 24,000 pounds? 

Mr. Bortne. That is right. 

Mr. Cassy. So that you ship an average of about 400,000 pounds a 
month ? 

Mr. Bortne. Whatever it computes, there. Incidentally, we have 
back orders now. We are in a very enviable position. If we had the 
machines we could ship 16 cars instead of 8, so that as soon as we get 
caught up with our domestic requests so that we can afford export 
shipments, we will run a production of exports. 

Mr. Casey. You have no particular complaints, then, about the 
conference at this point ? 

Mr. Bortne. Weare very happy. 

Mr. Casry. Have you ever had any in the past ? 

Mr. Bortne. No. They have run very smoothly. 

Mr. Casry. Do you think your situation would be any different if 
there were no independent lines plying the trade route you use? 

Mr. Bortne. Well, I have had no reason to give it consideration. I 
have not given it any thought. 

Mr. Casry. I have no further questions. 

The Cuatrman. Mr. Johnson. 

Mr. Jounson. Mr. Boring, one of the concerns to the committee is 
whether or not under the conference system we have a realistic rate. 
You have certainly brought forward evidence here that with a re- 
duction of 60 percent there must be, of course, reason to believe that 
you did not have a realistic rate before your reduction; is that correct? 

Mr. Borne. No. I think our shipments were on more of a sparse 
basis prior to that, so that for no more volume than we had it was 
realistic at that time. 

Mr. Jounson. You think that was justified by the increase in your 


ee 

r. Bortne. That is true. The fact that I did not bring out was 
that we had previously had some damages and greatly reinforced our 
crating and since that time we have had no damages and we ex- 
plained that to the steamship company that we had them practically 
damage-free now and that was a further incentive. 

Mr. Jounson. Based on what you feel that you contributed by way 
of your crating and increase in volume, can you say whether the rate 
you are getting now is realistic? 

Mr. Bortnea. I think they are just about right now. 

Mr. Jounson. Do you read your contracts with the conferences? 

Mr. Bortna. I have read the contract. They are usually the same 
and similar; yes, sir. 

Mr. Jounson. To how many conferences are you signatory ? 

Mr. Bortne. Well, all through the southern ports there I would 
say it is five or six. 

r. Jonson. Have you any comment as to the lack of uniformity 
among the various conference contracts? 
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Mr. Bortne. They seem more or less the same and similar in gist 
and nature, the ones I have read. 

Mr. Jounson. You have no criticism of the classification of your 
commodity in the schedule of rates? 

Mr. Bortne. No, sir. 

Mr. Jounson. I have no further questions. 

The CHarrMaNn. Are there any questions? 

Mr. CowENn. Yes, sir. 

Prior to this reduction which was granted you some six or seven 
months ago, sir, in the past 15 years during which you have been 
shipping in foreign commerce, how many times had you requested 

uction in rates? 

Mr. Bortne. Well, any time we thought they were out of line. Of 
course, prior to this large German move our shipments were mostly 
to South American ports, Venezuela. We did request some reduc- 
tions to Caracas and obtained them. I do not recall what it is now. 

The main contention at that time and the main basis for reducing 
those rates was due to air transportation some. 

Mr. Cowen. You mean you were shipping by air? 

Mr. Borrne. We could ship perhaps to Miami by surface and then 
by air. Due to the fact that the customs duties are predicated on 
weight, we could ship them by domestic container and, due to the serv- 
ice, put them in there about as cheap as we could by paying the extra 
duty on the heavy wooden crates plus the charge of the crates but 
that was equalized and lowered so that they can move them by ocean. 

Mr. Cowen. In that instance, sir, the conference was faced with 
competition from the air lines? 

. Mr. Bortne. That is right. 

Mr. Cowen. So that they granted a reduction in that instance? 

Mr. Bortne. Yes. 

Mr. Cowen. What proportionate part was that reduction, if you 
recall, sir? 

Mr. Bortne. I would say it was about a third. 

Mr. Cowen. It was roughly 3314 percent ? 

Mr. Bortna. Reduction, yes. 

Mr. Cowen. Do you have any recollection of any other requests for 
lower rates which you might have made, sir? 

Mr. Bortna. No, otherwise our volume of shipments have not justi- 
fied the requests for further reductions. 

Mr. Cowen. They have not justified a request ? 

Mr. Bortne. That is right. 

Mr. Cowen. Then how much had your volume increased prior to 
this last request that you made? 

Mr. Borrnea. It had increased about 500 percent. 

Mr. Cowen. So that even with the rough shipping cost of $60 per 
$700 item, your business had jumped 500 percent ? 

Mr. Bortna. That is right. 

Mr. Cowen. So that ocean freight actually did not enter into the 
overall cost, did it? It was not a major part? 

Mr. Borrna. You mean of the machine? 

Mr. Cowen. Yes, sir. 

Mr. Bortne. No, it is not a major part of the machine. 

Mr. Cowen. And you felt that an increase of 500 percent in volume 
justified your requesting a decrease in your rate? 
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Mr. Bortne. Yes, we thought that. 

Mr. Cowen. And the conference granted that decrease ? 

Mr. Bortne. They did, yes, sir. 

Mr. Cowen. Now, I note in your last sentence in your statement, you 
say: 

Accordingly, we would like to herewith go on record as supporting continuance 
of the present conference method of publishing ocean freight rates. 

Mr. Bortna. I meant the dual system. 

Mr. Cowen. I understand that, but when you say the “publishing of 
ocean freight rate,” are you sent the tariff of every conference with 
which you are signatory ¢ 

Mr. Bortnea. No, sir, just on our commodity. 

Mr. Cowen. You have a written statement, in other words, from 
every conference with which you ship of the basic rate of your com- 
modity ? 

Mr. Borne. Well, to Bremen, I do have, yes. 

Mr. Cowen. Well, you ship in other areas, sir. 

Mr. Bortna. Yes, we know what the published rate is. We either 
have it in writing or we have agents for the various lines there whom 
we acquire it from. 

Mr. Cowen. You have agents within your city whom you can call 
over the telephone? 

Mr. Borne. Either Kansas City or St. Louis representatives. 

Mr. Cowen: In every:case-of an. increase,.how long are you notified 
prior to the inception of increase in rate ? 

Mr. Bortne. Usually around 30 days. 

Mr. Cowen. Do you know, as a matter of fact, whether it is 30, 
60, 90, or 10 days? 

Mr. Bortne. Well, it varies like this one I asked renewed. I think 
I have known about a month that it would be renewed in June. How- 
ever, we apply in ample time to permit plenty of consideration by the 
various conference lines and ample time to give ourselves protection 
for the continued rate. 

Mr. Cowen. Yes, sir. Are you notified specifically of every rate 
increase applying to your commodity ? 

Mr. Bortnc. We are notified usually by the various lines themselves, 

Mr. Cowen. How many days’ notice do you get ? 

Mr. Bortnc. How many days ahead ¢ 

Mr. Cowen. Yes, sir. 

Mr. Bortne. I would say around 30 days. 

Mr. Cowen. The lines notify you rather than your receiving that 
information from the conference chairman ? 

Mr. Bortne. They usually do, but then it follows up later on that 
we do. We hear from the lines first but, of course, we ultimately get 
a confirmation of it. 

Mr. Cowen. Have you ever had any conference line on which you 
were shipping not be able to provide space for your shipment ? 

Mr. Bortne. No, sir. 

Mr. Cowen. Does your contract with any conference guarantee 
space ¢ 

Mr. Bortne. I do not believe it does necessarily as I recall, but we 


have never had any trouble. I know that. when we had a little labor 
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condition there in New Orleans that a backlog piled up on the docks 
and we did get favorable consideration with our merchandise. 

Mr. Cowen. That was the fault of the labor situation rather than 
any conference vessel ? 

Ar. Borrne. That is right. 

Mr. CowEn. That is all I have. 

The Cuairman. Thank you, sir. 

Mr. Bortne. Thank you. 

The CuartrMANn. Our next witness is Mr. Grant Arnold. 


STATEMENT OF GRANT ARNOLD, GENERAL TRAFFIC MANAGER, 


E. J. LAVINO & CO., PHILADELPHIA, PA., ON BEHALF OF THE 
NATIONAL INDUSTRIAL TRAFFIC LEAGUE 


The CuamrmMan. You may proceed. 

Mr. Arnovp. Mr. Chairman and gentlemen, my name is Grant 
Arnold, general traffic manager, KE. J. Lavino & Co., Philadelphia, 
Pa. Lam appearing today on behalf of the National Industrial Traffic 
League as chairman of its special committee’on study of the Shipping 
Act of 1916. The league has offices located at 711 14th Street NW., 
Washington, D.C. 

The league appreciates this opportunity of being heard on this im- 
portant subject. 

THE LEAGUE 


The National Industrial Traffic League is the country’s largest 
shipper organization. Carriers are-barred from membership in the 
league. ‘There are approximately 1,700 members in the league, repre- 
senting all types and sizes of commercial enterprises throughout 
practically every State in the Union. Our membership also includes 
representataives of various trade organizations, civic and commercial 
associations, port authorities and port bureaus who indirectly repre- 
sent many more shippers. 

Some may assume the league is concerned with domestic transporta- 
tion only. Such an assumption is not correct.. Many league mem- 
bers are charged with the responsibility of moving their international 
traffic as well as their domestic traffic. The league has been active in 
ocean transportation for years. In fact it has had a standing com- 
mittee on export and import traffic since 1919. 

Because of the importance of international water transportation, 
and current problems in connection with steamship conferences, the 
export and import committee recommended at our last annual mem- 
bership meeting in November of 1958, that a special committee be 
established to study the Shipping Act of 1916. That special com- 
mittee has studied the subject of water steamship conferences. The 
broad position herein taken has been approved by the executive com- 
mittee, and the membership, and is submitted for your consideration 
now. 

THE LEAGUE’S POSITION 


The league supports the principle of the conference method of de- 
termining and publishing ocean freight rates, including the dual rate 
system, although members are not satisfied with certain existing prac- 
tices. Also, certain other obiectionable features need clarifying or 
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correcting before permanently extending the present system and pro. 
cedures beyond June 30, 1960. The league would oppose any gyb. 
stantial relaxation of present limitations or safeguards under preg. 
ent laws. Elaborate statements have already been submitted in sup- 
port of the conference system of ratemaking. I shall not duplicate 
those reasons. 


PRESENT UNSATISFACTORY CONFERENCE PRACTICES 


The following objections to certain existing practices of confer. 
ences should not be considered as criticism of the system itself. We 
definitely support the conference system of ratemaking and believe it 
should be continued. However, many league members vigorously 
object to certain existing features. As onemember states: 

* * * we do not completely disfavor the present conference system of ocean 
freight ratemaking as contemplated in section 15 of the Shipping Act, 1916, supb- 
ject to approval of the Federal Maritime Board nor do we completely disfavor 
the continued permitting of approved dual rate contracts as now authorized by 
Public Law 85-626. However, we do disfavor a state of status quo when con- 
ference procedures and contract provisions are resulting in undesirable prac- 
tices and there are conditions which need correction. 

There will be no better time than the present to put forth the various 
problems of shippers. With the Bonner committee holding hearings on these 
questions to attempt to resolve the complaints and protests from shippers, the 
National Industrial Traffic League should not put forth a statement that in effect 
condones all the actions of the conference * * *. 

May I add, Mr. Chairman, that I think the writer of this quotation 
was in a hurry and used the abbreviated form of your committee, 
Had he known that I was going to use it he would have used the full 
title. 

The CuatrMan. Just goahead. That is all right. 

Mr. Arnotp. Since your February 16 release announced this special 
committee was “to conduct a comprehensive study of steamship con- 
ferences and the regulation of international shipping generally,” we 
respectfully submit the following objections for your serious con- 
sideration. 

1. ORDERLY RATE PROCEDURE NECESSARY 


One of the primary reasons for shippers supporting the conference 
system is so they will be aware of all rates in existence and all con- 
templated rate changes. In domestic transportation almost all rate 
changes are publicized by carriers in an orderly fashion. Hearings 
are held at which shippers may appear and protect their interests. 
This is not so in conferences publishing international water rates. 

Competition is just as severe in foreign trade as in domestic com- 
merce. It is imperative that exporters know competitors’ rates and 
all contemplated rate changes. We believe there should be a dock- 
eting of all proposed rate changes and this should be publicized in 
some recognized trade journal or be available to exporters on a reason- 
able subscription basis. Public hearings should be held on these 
changes and shippers guaranteed the right to be heard. There should 
also be an appeal provision so proposals disposed of by conferences 
may be reviewed by carrier management representatives. Atten- 


eri = @w 


ao 


ro = pr” @& 


ase 





i i i ee EE l(a 


ts @&S + — repre & 


°- WMO + & 


STEAMSHIP CONFERENCE STUDY 1109 


tio should be given to preserving rights of independent carrier 
actions, which are essential to fair competition. Finally, the disposi- 
tion of rate proposals should be public. 

Exporters would expect that certain emergency measures would not 
be subjected to this docketing procedure but would expect notice of 
the emergency matters being considered. 

The same compelling reasons responsible for Congress passing the 
so-called Reed-Bulwinkle Act approving the conference method of 
ratemaking in the domestic field are present in international com- 
merce. Competition is keen in the foreign fields and it is important 
for west coast exporters to know of any changes in rates from the 
east coast. ‘The same is true for gulf coast shippers as compared with 
east coast exporters. Certainly it is desirable for U.S. shippers to 
know of rate changes from the Continent to common markets. Un- 
Jess changes are docketed, exporters are groping in the dark when 
bidding on foreign orders. Also, inbound costs cannot be analyzed 
and studied without complete knowledge of all rates. 

As one member claims: 

* * * Conferences generally should be more approachable insofar as request- 


ing rate and regulation adjustments are concerned. Opinion has been expressed 
that shippers generally have little recourse under present procedures * * * 


2, SECURING OF CONCURRENCE FROM OTHER CONFERENCE SHOULD BE 
PROHIBITED 


One other feature should be clearly prohibited in conference actions. 
That is the holding up of a rate adjustment pending approval or con- 
currence by another conference. 

The League feels a shipper that has successfully negotiated a rate 
with a particular conference should not be denied an early publica- 
tion of that rate. It is reported sometimes rate publication has been 
held up until another conference has considered the matter. 

Suppose an east coast shipper submitted valid reasons for a reduced 
rate to South America, and the conference felt the proposal was just 
and approved it. The publication of the reduced rate should not be 
held up until the conference publishing rates from the west coast 
to the same South American port considers the proposal. After all, 
this rate from the east coast may have been needed to meet competition 
from a foreign country to South America. 

This example also shows the need for an orderly ratemaking pro- 
cedure. If the proposal to reduce the east coast rate was publicized, 
and the west coast shipper felt he was entitled to a similar reduction, 
he could file a similar proposal with his conference. As it is today, 
the reduced rate from the east coast could be in effect for 29 days before 
the west coast shipper would know about it. This assumes that the 
west coast shipper could get tariffs from the eastern conference 
which is not always true. In any event, a sale could be lost by that 
time. Trying to justify securing approval from conferences serving 
other parts of this country on the basis that other shippers might be 
penalized, completely overlooks the fact that the east coast shipper 
may be in competition with a foreign supplier. 
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8. NOTICE OF RATE CHANGES NEEDED 


Foreign orders take a longer period of time to finalize than do do- 
mestic orders. Further, foreign orders frequently run for a longer 
period of time. Therefore, it is imperative for exporters to have a 
longer period of notice of rate increases than domestic shippers. 

As Chairman Morse pointed out, there is no requirement for the 
advance filing of freight rates in foreign trade. However, the Federal 
Maritime Board by its General Order 83, requires common carriers 
by water in foreign trade to file their rates within a period of 30 days 
after they become effective. 

As one member points out: 

* * * Rates should be published in advance of their effective date in order 
to check for various factors. (Under present setup, rates do not have to be 
published until 30 days after effective, thus making it possible to have a rate 
in effect for 29 days before publication. ) 

As for rate increases, the league believes that conferences should 
give 90 days’ notice, shippers should then be given 30 days’ notice, this 
would mean 60 days before the effective date, in which to cancel his 
contract if he so desires. Requirements of notices of rate changes 
other than increases should be so drawn as to avoid unnecessary 
delays in such rate changes. Finally, conferences should have 30 days 
before the effective date to withdraw or modify the proposed increases, 


4. PRESENT DISTRIBUTION OF TARIFFS ARE UNSATISFACTORY BECAUSE THEY 
ARE NOT AVAILABLE TO SHIPPERS 


The present distribution of water carriers’ tariffs is entirely unsat- 
isfactory. Exporters are virtually unable to secure tariffs from either 
the conferences or the water carriers themselves. Frequently local 
steamship offices do not even have tariffs. 

The league has taken numerous steps individually, as well as col- 
lectively, with other organizations, so tariffs would be available to 
shippers. The Federal Maritime Board was even approached by the 
league informally on shippers’ inability to secure tariffs of ocean car- 
riers. In spite of all these efforts no relief has been obtained. 

May I add, Mr. Chairman, that it was either last year or the year 
before that our export-import committee made a survey of all the 
conferences on the question of whether or not their tariffs were avail- 
able. If it would serve any useful purpose, I would be glad to sub- 
mit that for your record and you would have a tabulation. 

There is only one word toadd. Some of the conferences said tariffs 
were available, and I know personally shippers asked for them but 
were told they were not available but, if it would serve any useful 
purpose, I would submit it. 

The Cuarrman. I would like to have that. We will put it in the 
record at this point. 

(Mr. Arnold will appear later in Washington, D.C., hearing.) 

Mr. Arnoxp. It is of great importance to exporters to be able to 
verify their own rates, rates from other U.S. ports, as well as from 
foreign ports. Freight rates are of major importance in foreign com- 
merce. Because this competitive race for business is so keen, U.S. 
shippers must know what their competition is from foreign shippers. 
This is not possible under the present distribution of tariffs. 
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Attached as appendix A are a few representative comments from 
various league members depicting the seriousness of this situation. 

The CuHarrMan. When you put in that statement I want to accom- 
pany this statement with the rest of the communication you had 
with the conference. I do not want you to just put in the statement 
and say, “This is it,” but I want you to show that it is it. 

Mr. Arnotp. The only question running through my mind is, if the 
chairman still has the acknowledgment from the various conferences. 

The CHatrman. I want whoever reads this record to know that that 
is factual and not just what you may have compiled. 

It is not that I doubt the correctness of your compilation but that 
is what I want before it goes into the record. 

Allright. Go ahead. 

Mr. Arnotp. Others could be included but would only be repetitious. 


5. SIMPLIFICATION OF TARIFFS REQUIRED 


Tariffs of all carriers have become extremely complicated and com- 
plex. Frequently hours are spent by carriers, along with shippers, 
in trying to check a particular rate. 

Some years ago, the league in conjunction with the railroads em- 
barked upon a program to simplify rail tariffs. They were not only 
simplified, but certain features were also unified. This was a sub- 
stantial contribution, as rail tariffs are much easier to read today and 
less costly to publish. 

A similar program was recently started in connection with motor 
carrier tariffs. 

Shippers think there is the same need for a similar program in 
connection with water carrier tariffs. This would benefit both car- 
riers and shippers alike. 


6. UNIFORM CONTRACTS DESIRABLE 


Presently, contracts utilized by the numerous steamship conferences 
vary materially. However, there are several general principles con- 
tained in all. Certainly all contracts cannot be completely uniform 
because of the special conditions prevailing within a particular con- 
ference trade. Shivers do feel, though, a substantial improvement 
can be made if the several principles, common in all contracts, be 
uniformly stated. 


7. RIGHT OF SELECTING A CARRIER WITHOUT RESULTING PENALTIES NEED 
OLARIFICATION 


If it is deemed necessary to retain the exclusive patronage in the 
various steamship conference contracts, shippers feel a clarification is 
necessary as regards selection of carrier. This feature appears to be 
of great concern to many league members. 

The league believes: 

(a) There must be a realization that the domestic shipper cannot 
in all cases control the selection of the water carrier. Shippers feel 
that it is most important that legal provisions be made, so shippers 
may forward shipments by noncontract carriers when instructed to 
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do so by a noncontracting buyer, without penalty or violation of the 
existing contract between the shipper and a steamship conference. 

(5) That a contract signed by one company should not directly or 
indirectly obligate all of its subsidiaries, divisions, associated or affili- 
ated companies. 

(c) That provisions should be made so a shipper can secure exemp- 
tion of certain commodities. 

(d) There must be clear understanding that shipments moved in a 
private, leased, or chartered vessel are exempt. 

Frequently goods are sold to foreign receivers f.o.b. U.S. plant of 
origin, or f.o.b. U.S. port of exit. There are also many other terms 
and conditions in normal business transactions In such instances 
the foreign buyers control the water movement and often exercise 
this right and specify the use of a noncontract carrier. This places 
the U.S. shipper in a very difficult position. If he fails to recognize 
a choice of carrier by the foreign buyer he may lose the order. On 
the other hand, if he does recognize the choice of carrier the confer- 
ence may try to penalize him for failure to utilize a conference car- 
rier. Because foreign trade plays such an important part in the 
economy of this country, shippers do not feel they should be placed in 
this position. Therefore, the league believes that U.S. shippers should 
be permitted to use a nonconference carrier if instructed to do so in a 
bona fide manner by a foreign buyer. Further, conferences and 
water carriers should honor such shipments when the bill of lading 
is endorsed by the shipper that “carrier was selected by buyer.” 

Incidentally, the endorsement would also have to carry the notation 
that the foreign buyer had the right under the terms of sale to select 
the carrier. 

Penalties for false statements or misbilling is covered elsewhere in 
the act. This would be a safeguard against abuse. 

Attached as appendix B are representative comments by league 
members on this feature. 

Certain parent companies are also faced with a serious problem 
when signing a conference agreement. Some conferences take the 
position that the agreement covers all subsidiary divisions, associated 
or affiliated companies. Frequently the parent company has no con- 
trol over the shipments of these other organizations. Take the ex- 
ample of affiliated companies who have a separate board of directors 
and a complete staff of officers. The league believes conferences 
should not make a contract with the parent organization binding 
upon all other interested associates. 

Frequently a shipper has numerous commodities moving in foreign 
trade. Some of these commodities can and do move via conference 
vessels. On the other hand, there are certain bulk, undesirable or 
explosive commodities not susceptible to transportation via these 
vessels. The league feels it is imperative that these specific cases be 
taken into consideration and exempted from any steamship confer- 
ence agreement. The same is also true when moving material in 
private, chartered, or leased vessels. : 

In conclusion, the league is wholeheartedly in favor of the principle 
of steamship rate conference method of determining and publishing 
rates, and the dual-rate system. However, there are many existing 
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practices in connection with the operation of these conferences that 
are entirely unsatisfactory and extremely objectionable. 

Because many of these objections are so serious, it is suggested that 
no immediate action be taken by this subcommittee at this time to 
extend the present practice of conferences. It is felt some present 
features are most unfair to shippers and not in the best interests of 
the economy of this country. ‘Therefore, we plead for an opportu- 
nity to work out these problems with the water conferences through 
this subcommittee or the Federal Maritime Board to see if some 
relief can be secured. Perhaps the best way would be to have a com- 
plete review of the existing conference procedures and contracts by 
the Federal Maritime Board in an ex parte proceeding before any 
permanent action is taken. We are hopeful such action can be taken 
in time for this committee to act by June of 1960. If not, we plead 
with you not to make any extension beyond that date that would 
permanently freeze existing conference methods. 

Finally, the league is appreciative of this opportunity to present 
its views on behalf of shippers in the United States. There are 
serious problems that we feel need correcting before complete and 
permanent approval is given to present steamship conference practices. 

(The appendixes referred to follow :) 


APPENDIX A 


COMMENTS OF REPRESENTATIVE SHIPPER MEMBERS OF THE LEAGUE OBJECTING TO 
PRESENT DISTRIBUTION OF WATER TARIFFS 


“* * * We do believe, however, that some action should be taken to make 
conference tariffs more readily available and also that conference methods 
regarding rates, etc., should be more flexible. * * *” 

“* * * Tariffs should be made more readily available so that— 

“(a) Shippers know about changes more rapidly. 

“(b) Rates within a commodity group could be studied to see that they 
are in proper relationship. 

“(c) Shippers could know what their domestic and foreign competitors are 
paying. * * *” 

“* * * Refusal of many of the conferences to supply the shippers with their 
tariffs. This considerably handicaps the shippers as it is often difficult to 
obtain the correct rates. Many of the steamship agents do not have the tariffs 
themselves and must wire or phone the general office of the steamship company. 
Inability to obtain these tariffs many times results in costly confusion to the 
shipper because of the receipt of erroneous information or through misinterpre- 
tation of tariff provisions on the part of agents. Because of the secrecy sur- 
rounding many of the tariffs, it is possible for some of the conferences to dis- 
criminate against certain commodities. * * *” 

‘“* * * Complete up to date published tariffs should be made available to the 
public for a reasonable subscription fee, as opposed to the practice of some 
conferences to furnish members only those tariffs that might appear to be of 
interest. * * *” 

APPENDIX B 


COMMENTS OF REPRESENTATIVE SHIPPER MEMBERS OF THE LEAGUE ON, SELECTION 
OF CARRIER PROBLEM 


“* * * A U.S. shipper makes a bona fide sale at his plant of f.o.b. dock, or 
f.a.s. shipping point. The sale may be made to a domestic concern or a broker, 
or to a foreign concern. The U.S. seller may be a member of any of a dozen 
steamship conferences. He ships the goods from his factury in compliance with 
the sales contract and forgets the shipment. Thereafter, the shipment is ex- 
ported to some point by a nonconference line by the buyer of the merchandise. 
The steamship conference interprets that situation to be a contract violation 
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by the contract shipper and sends him a balance due bill for the ocean transpor- 
tation the conference would otherwise have earned. 

“The Federal Maritime Board held that improper in ‘Mitsui Steamship Co. v. 
Anglo-Canadian Shipping Co.,’ docket 764. The steamship lines appealed to the 
Federal courts in San Francisco and won a remand. 

“If Congress is writing permanent dual rate legislation, we think the National 
Industrial Traffic League should support the dual rate system, but should sup- 
port legislation which will protect the shipper in such circumstances as outlined 
above, provided the shipper’s sale is in truth a bona fide sale, with the shipper 
taking no action toward booking the freight or anything else beyond the delivery 
point. * * *” 

“* * * that proper safeguards are expressly stipulated in the ocean shipping 
conferences dual rate system, for those shippers who have no control over the 
selection of carriers because of the conditions inherent in the sales contract. 
In other words, some of the conference lines take the position that even though 
the shipper has no control of carrier selection, because of the consignee’s control 
through the sales contract, nevertheless since the shipper is a signatory to the 
conference contract they, the ‘conference’. hold that the shipper is liable for 
damages as provided in the conference contract. * * *” 

“* * * T return herewith ballot mentioned in your circular No. 4590 con- 
eerning the dual rate system and policy of the league in this respect. While 
this ballot has been marked as being in favor of such a policy, it has been 
done so with reservation. This*corporation, from the beginning, has stead- 
fastly maintained that any contract with the steamship carriers could not be 
held to apply to shipments sold free on board U.S. ports since the common inter- 
pretation of this phrase is that title for such shipments passes to the buyer at 
the port and he has every right to route as he wishes. On the other hand, 
where the buyer does not specify any routing, we have agreed that we must 
then use conference ships since the routing is left in our hands. 

“This interpretation has resulted in litigations by which the steamship con- 
ferences, and the Pacific Coast European Conference in particular, attempted 
to collect substantial penalty charges. The end result was a case which was 
consolidated with Mitsui Steamship Co. under Federal Maritime Board docket 
764, which rules in our favor. The matter was further considered by the U.S. 
Court of Appeals for the Ninth Circuit and a decision was rendered February 
18, 1959. The court, although ambiguous in its decision, indicated that we 
were right in our contentions. 

“All of the above is written because I do not think the league should simply 
go in as supporting the conference system as the steamship companies wish 
it, but should rather restrict themselves to a policy supporting the dual rate 
system in principle only, with such modifications as might be required to pro- 
tect the interests of the shippers * * *.” 

“* * * Tf Congress decides to make permanent the dual rate arrangements, 
we feel some clarification should be made whereby signatory shippers would 
not be placed in a position of having to refuse to deal with a foreign buyer 
who insists on selecting the carrier for goods he sought to purchase free on 
board. While the court did not so rule on this particular feature, under the 
present shipping act there isa possibility: that the Federal Maritime Board 
eould issue ruling detrimental to American exporters in this regard * * *.” 


The Cuarrman. I must say that you realize the complexity of this 
matter. 

Mr. Arnotp. We do, sir. 

The Cuarrman. I want to compliment you on your statement be- 
cause you are getting down to the meat here. 

Mr. Arnotp. Thank you, sir. 

The Cuatrrman. I hope that all those who are present at this hear- 
ing can see from this statement the problem that this committee has 
before it. 

You go on to say that you appreciate and recognize the desirability 
of scans and a dual rate system but you also point out that 
something must be done to change it—make it work better. 

Mr. Arnoxp. Yes, sir. 








Pe such 





STEAMSHIP CONFERENCE STUDY 1115 


The Cuamman. That is whet this committee is seeking advice on— 
just what is good and what should be corrected, and so forth. 

Where you talk about your participation in the motor carriers and 
rail carriers and then the participation in setting tariffs for ocean 
carriers, does your league qualify as expert in this field of setting 
tariffs for waterborne commerce ? 

Mr. Arnotp. We have members in the league that would qualify ; 
yes, sir. 

The CoarrMaNn, That is getting down to the problem. 

Let me ask you this: If there were not conferences and a dual rate 
system, who would publish tariff rates? 

Mr. Arnotp. We would go back to the days of the motor carriers 
and railroads when each carrier published his own individual tariff, 
and it would be chaotic. 

The Cuatrman. Do you know now whether the individual carrier 
who is not associated with other carriers gets out a published rate 
tariff and notices ? 

Mr. Arnop. Water carriers ? 

The CHAIRMAN. Yes. 

Mr. Arnovp. Yes; they would have to. 

The Cuarrman. They would have to. What would compel them to 
do so# 

Mr. Arnoip. The Federal Maritime Order 83 that requires rates 
to be published by them 30 days after the effective date. 

The CuairMaNn. That is by the individual carrier ? 

Mr. ArNotp. Yes, sir. 

The CHarrman. On what are rates based ? 

Mr. Arnoup. There are many factors. In fact, it is quite an intri- 
cate basis: The value of the article, the volume, the size, the regularity 
in which the shipments move, the dimensions of it, what competition 
they have to meet, sometimes what the traffic can bear; but it is getting 
around to a point now, sir, where in the domestic field, particularly, 
it is what can an industrial traffic man get it moved for by some other 
means. } 

The Cuarrman. I am not speaking of the domestic here. You speak 
of the domestic field and motor carriers and rail carriers and air car- 
riers within the continental boundaries of the United States. That 
is what you mean by domestic. 

Mr. ArNoLp. Yes. 

The CuHatrrmMan. When we get out into this other field where we do 
not control, what is the basis then ? 

Mr. Arnoxp. It would be the value of the article, the volume, the 
regularity in which it moves, what the competition they have to meet 
and what the traffic will bear. 

The Cuatrman. Are they the only factors ? 

Mr. Arnotp. Well, certainly the cost of the service, but the league 
has no interest in trying to fix rates, Mr. Chairman. Where they 
suggest simplifying the tariffs there was no intention on the part of 
the league to try to help establish the rates but merely to comment 
on the manner in which they are published, to remove the uncertainty 
and conflicts and difficult time in checking a rate. 

The Cuatrman. What is the composition of the membership of the 
league? 
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Mr. Arnotp. Mr. Chairman, we have some of the country’s biggest 
corporations down to the smallest commercial activities in the country, 
every conceivable type of industry or commercial enterprise is in the 
league. 

The Cuarman. You are here, then, ae a group speaking 
for, in all probability, people that we are hearing individually. 

Mr. Arnotp. Many of them are here individually, yes, sir, and 
then there are many who could not appear here individually that rely 
upon the league to protect their interests. That is one function of 
the league, to save the time and effort of each individual firm appear- 
ing individually so that we do it collectively for them. 

The CuHatrMAN. Do you think there is the same simplicity in the 
matter of ocean freight rates that there might be in railroad and motor 
carrier rates? 

Mr. Arnoxp. No, sir. 

The CuarrMan. So that you recognize, then, that it is a complicated 
matter ¢ 

Mr. Arnoxp. Yes, sir; and the league is not getting into the matter 
of the level of the rates. We could not do that representing so many 
different members. 

The Carman. How many members of this league are there? 

Mr. Arnotp. Approximately 1,700. 

The Cuarrman. I believe you mentioned that. Excuse me. 

On this matter of a permit to ship under the noncontract obliga- 
tion, do you think that would be a complicated and unworkable sys- 
tem? For instance, give an example of just how that would work. 
That is referred to on the bottom of page 9. 

Mr. Arnotp. You understand the position that the exporter is in. 
He receives a foreign order. 

The Cuarrman. We are familiar with the problem of which you 
are speaking. 

Mr. Arnotp. What the league believes is that if without any effort 
on the part of the U.S. exporter under his terms of sale the foreign 
buyer has the right to select the carrier and he does so, then the water 
carriers and the conferences should accept an endorsement that it is 
a bona fide request and the U.S. shipper had no part in the selection 
of the carrier. 

The CuHarrMan. I understand all that. How would it work? Give 
me an example of just what you would set up to supervise this. 

Mr. Arnotp. Then if the shipper would make that endorsement it 
would be subject to the conference or the water carriers looking at 
the papers, the bill of lading, and having him accept that endorse- 
ment. After all, we must trust. 

The Cuarrman. Who would examine to verify the accuracy as to 
whether or not there was collusion ? 

Mr. Arnoip. They would just have to accept the endorsement of 
the shipper. 

The CHarrman. Do you see an area in which the contract could 
be violated and there could be an endless chain of research to ascer- 
tain whether he was guilty of violation ? 
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Mr. Arnop. I see that possibility as well as in any regulation there 
is that possibility of somebody trying to skirt it or find a loophole, 
but you find that in whatever regulation you have. 

The Cuarman. Up to now, so far, where this situation has arisen, 
what to your knowledge is the ‘number of assessments conferences may 
have made against your membership individually in cases of this 
kind ¢ 

Mr. ArnoxD. I have no knowledge, sir. 

The CHarrMan. Have they made any ? 

Mr. Arnoxp. I do not know, sir. 

The CuarrmMan. Do you know of any that have been made any- 
where in your membership or otherwise ? 

Mr. Arnoxp. No, sir. 

The CHairman. Of your 1,700 members, how many members ap- 
peared at the time that the league was preparing this statement, 
appearing pro or con, against this statement 4 

Mr. ARNOLD. Going back to the annual membership meeting when 
this special committee was set up, I would judge there were in the 
neighborhood of 600 present. 

The CuarrMan. There were 600 members present at the time this 
matter was discussed ? 

Mr. Arnotp. No; creating this special committee. This committee 
met, drafted recommendations, and it went out to the entire mem- 
bership. 

The CuHarrmMan. How many members of the committee were there? 

Mr. Arnoxp. Nine, sir. 

The CuarrMan. Read the names of the committee into the record. 

Mr. Arnotp. Myself as chairman. 

Did you want the titles and everything? 

The CuarrMan. I want to know who they are. 

Mr. Arnotp. H. O. Mathews, general manager, transportation and 
distribution division, Armour & ‘Co., Chicago; George E. Schneider, 
freight traffic manager, New Orleans Public Service, Inc., New Or- 
leans; A. C. Welsh, manager, traffic department, Brooklyn Chamber 
of Commerce, Brookly n, N.Y.; P. Steele Labagh, traffic director, Cali- 
fornia Packing Corp., San Francisco, Calif. ; Joseph Chartrand, man- 
ager, transportation department, Chicago Board of Trade, Chicago, 
Ill.; Martin E. Coughlin, director of traffic, Thomas J. Lipton, Inc., 
Hoboken, N.J.; L. P. Nelson, director of transportation, Olin Mathie- 
son Chemical Corp., New York, N.Y.; John G. Vollmar, general traffic 
manager, Crown-Zellenbach Corp., San Francisco, Calif. 

That recommendation was then submitted to the executive commit- 
tee and then to the entire membership. 

The CHarrman. This committee approved this draft ? 

Mr. Arnoip. The principle only, the policy of the league. 

The CHatrman. They prepared the draft. It was just rounded 
out ? 

Mr. Arnoxp. I prepared this statement myself. 

The Cuairman. The committee read it after it was prepared ? 

Mr. Arnotp. Well, actually, Mr. Chairman, we had to work so fast 
on this that they adopted a general policy and based upon the dis- 
cussions I went ahead knowing that this was what they had in mind. 
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The Cuarrman. Then you circulated this to the membership ? 

Mr. Arnotp. The statement ? 

The CuHarrMan. Yes. 

Mr. Arnon. No, sir, just our broad policy. 

The Cuatrman. The committee was given the authority then to 
adopt a policy for the league ? 

Mr. Arnowp. Yes. 

The Cuairman. Really, the league has not acted on this as a whole? 

Mr. Arnowp. The broad policy statement or position of the league 
was submitted to the entire membership and it was overwhelmingly 
approved by the membership. 


The CuHarrMan. You do not have a record of who were for and who | 


were against as to numbers? Have you a policy statement that was 
approved before this document was drawn ? 

Mr. Arnoip. Answering your first question, as of May 7, this is the 
result of the membership poll. As of May 7, there were 409 that 
favored the statement without any reservations. Nine favored it 
with reservations; 46 voted against it. Just seven voted against with 
reservations. 

Honestly, I think our reservations here would have made them sup- 
port it. There were 17 questionnaires returned without any position, 
for a total of 488 out of the entire membership, which I think is very 
good on a poll. 

The Cuarrman. Do you have a copy of that policy statement prior 
to the drafting of this document ? 


Mr. Jounson. Mr. Chairman, do I understand when you referred 


to the policy statement that this was a ballot sent out to all the 
members ? 

The CuarrMan. Yes; we have had that. That is in the record now. 
I want to get the copy of the policy statement under which this docu- 
ment was drafted. You said you had a policy established. You say 
it was a document drawn up by the committee. 

Mr. Arnotp. Sir, I can submit it right now. 

The Cuatrman. Ali right; how long is it? 

Mr. Arnorp. It is about three pages. 

The Cuarrman. Put it in the record at this point unless the member- 
ship would rather have it read. 

Mr. Arnorp. Actually, I set the background of how the special com- 
mittee was formed. I suggested a recommended position. I pointed 
out the reasons why the committee was formed and under what con- 
ditions the special committee was formed and the urgent need to act 
because we had originally thought you would hold hearings through- 
out the year and then we got word that the hearings would be con- 
cluded in June, so that I put the question to them: Should we try to 
draft 2, position by mail; is it important enough to do that, or should 
we hold hearings? 

Then attached to that I put the arguments for conferences and the 
arguments against and a possible league position. 

They voted in favor of the league position. 
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That was submitted to the executive committee and that was how 
we arrived at the position. 

The CHarrMaNn. I want you to put a copy of that in the record at 
this point. 

(The document referred to follows:) 


March 11, 1959. 
MEMBERS, SPECIAL COMMITTEE ON StTupY OF SHIPPING AcT oF 1916, 
The National Industrial Traffic League. 


GENTLEMEN : This committee was created by the membership of the league at 
the 1958 annual meeting when it approved the report of the export-import com- 
mittee, which recommended that: “a special committee be appointed by the 
President to study the Shipping Act of 1916, as amended, and report to the league 
as early as possible, but not later than the next annual meeting, its recommenda- 
tion for such legislation as will foster the foreign commerce of the United States.” 

I understand from the chairman of that committee this recommendation was 
made because of the complaints and protests from shippers about: 

1. Applicable rates not always published (rates don’t have to be published 
until 30 days after effective. Therefore, if rates are cancelled 29 days after 
becoming effective, they are not filed with FMB). 

2. Inability to secure tariffs of water carriers. 

3. Existing regulations are not as rigid as those covering domestic car- 
riers and many deficiencies exist in the conference method and shippers 
have no recourse. 

4. Freight forwarders and their role in shipping. 

5. Possible elimination of steamship rate conferences or dual rates. 

The Chairman further indicated possible joint meetings with various con- 
ferences may prove beneficial. Frankly, it was felt conferences might correct 
shippers’ complaints on items 1, 2, and 3 if shippers vigorously supported prin- 
ciple of conference method of publishing water rates. 

Such meetings with water carriers and/or conferences before the league acting 
on dual rates or conferences method of publishing rates appear impossible. As 
you know, the Bonner committee is now holding hearings on this question. At 
first it was felt these hearings would be of long duration. Now we are told 
hearings will be concluded by the end of May with possibly a “cleanup” hearing 
in June. Chairman Bonner definitely plans to end the hearings in June. 

This presents two questions to this special committee: 

1. Is the conference method of publishing foreign water rates of such im- 
portance that the league should make its views known to the Bonner subcom- 
mittee before discussing complaints of this system with water carriers or con- 
ferences? (The chairman of the export-import committee thinks it is.) 

2. Can we draft a position on this subject to recommend to the league to pre- 
sent at Chicago hearings on May 26, 27, and 28 through correspondence, or 
should we hold a meeting? (In this connection, I remind you that at least the 
executive committee, and possible the membership, will have to be polled. That 
is a question the president will have to decide. In either event, there isn’t too 
much time involved. I have no preconceived ideas. I’m content to let the 
majority decide. ) 

In an attempt to be helpful, there is attached, in brief, the pros and cons on 
steamship conferences. Almost every one of the shippers with whom I have 
discussed the question are in fayor of the principle of the conference method, 
although dissatisfied with certain features. For that reason, I have concluded 
with a possible recommended position in the event you think this subject can 
be disposed of through correspondence. 

Again, I positively have no interest in pushing this subject through. Just 
check whether or not a meeting is necessary on such an important subject 
and I'll assure you the majority will rule. My only purpose in including a 
position is to enable the officers to act, if that is the wish of the majority. It 
is unfortunate there is so little time. 

Very truly yours, 

GRANT ARNOLD, Chairman. 
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[Attachment for NITL Circular No. 4590] 


DvuAL RATES AND/OR CONFERENCE METHOD OF PUBLISHING RATES OF COMMON 
WATER CARRIERS IN FOREIGN COMMERCE 


ARGUMENTS FOR 


A comprehensive study of a congressional committee responsible for the Ship- 
ping Act of 1916 found at that time the conference method best met the needs 
of foreign commerce. Today's conditions have not changed this belief, the rea- 
sons being: 

1. Our foreign commerce is another country’s foreign commerce. No one 
country has economic control. The conference method of self-regulation is 
about the best way to prevent rate wars and its possible damaging effects of 
discrimination among shippers or ports, deterioration in service, unstable rates. 

2. Conference method tends to stabilize rates, which is important to shippers 
who must do long-range planning. Equally important is that all shippers are 
accorded same rates, service, space, etc., under conference method. 

3. Conference method could enable U.S. exporters-importers to know all world 
rates, which is necessary in today’s competitive market. 

4. Shippers of general cargoes are assured of better service by common ¢Car- 
riers under conference method than with irregular vessels with no fixed sail- 
ings. Carriers with large investments in vessels can’t hope to provide improved 
vessels and service unless a steady flow of traffic is maintained. 


ARGUMENTS AGAINST 


Present conference method prohibits shippers from negotiating improved rates 
with an individual carrier, and shippers are not always permitted to appear 
before a conference when their rate proposals are being considered. It is con- 
ceivable same individual carrier with a specific operating problem could im- 
prove a rate but today is prohibited because other conference lines have differ- 
ent operations. Shippers of large cargoes cannot always secure proper rates 
from a conference, as many conference lines are not interested in traffic or can- 
not get it. Finally, conference members can drive out nonconference lines and 
then make rates with little or no regard to shippers’ needs, services, and eco- 
nomics. Frequently in a given conference the number of foreign lines greatly 
exceeds the number of American lines and the foreign lines are, therefore, in a 
position to dominate conference action. 


POSSIBLE LEAGUE POSITION 


The National Industrial Traffic League is the country’s largest shipper organi- 
zation. While the league normally concerns itself with domestic transportation 
problems, many, many of its members are vitally interested in and supervise 
foreign commerce. 

The league favors the continuance of the present conference method of pub- 
lishing ocean freight rates. While some shippers feel certain conference rates 
might be too high and some present procedures permit many undesirable prac- 
tices that need correction, it is felt the conference method of publishing ocean 
rates could best protect the needs of U.S. shippers and receivers of foreign 
freight. The conference method affords U.S. shippers a greater stability of 
rates necessary in long range planning; tends to prohibit rate discrimination 
among shippers and ports, and provides a more dependable sailing, and gives 
better assurance of improved service than unrestricted regulation. It is felt 
the present procedure contains the necessary minimum amount of regulation, 
and permits competition to become a greater regulatory factor in establishing 
rates in lieu of a regulatory governmental agency. 


The Cuatrman. Of your own knowledge do you know whether any 
of the 1,700 appeared before the c ommittee for or against ? 

Mr. Arnotp. Yes; they have appeared before you, sir. 

The Cramman. What is the proportion there, if you have any 
record ? 

Mr. Arnotp. I honestly think they are about evenly divided be- 
cause many of the members that supported it had the same reserva- 
tions that were in our statement. 
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Mr. Casey. Mr. Chairman, I want to know if you are talking about 
appear ing before this committee or before your committee ¢ 

The CuarrMan. We are talking about the subcommittee that drew 
this document. 

Mr. Casey. He thought it was before this committee. 

Mr. Arnoxp. No, none of them, just the special committee mem- 
bers. 

The CHatrMan. Some of these men have appeared before this 
committee. 

Mr. Arnowp. Yes. 

The Cuairman. I recognize the names. 

Mr. Arnotp. May I add this one comment, Mr. Chairman, that 
there is an awful lot of checking with other people. While a rela- 
tively small group may have formulated this, all of us did a lot of 
checking with other groups and other people because we had to do it 
insuch a hurry. This is not the product of a half dozen men because 
we checked and rechecked with many, many groups to get their re- 
actions so that this is not, certainly, the thoughts of just a few men. 

The Cuatrman. Mr. Garmatz? 

Mr. Garmatz. Just following along the line of the chairman’s ques- 
tions, of 1,700 members you have in their civic, commerci ial, port 
authorities, and other associations, is it possible that you could give a 
breakdown of how many of these 1,700 members are actually in the 
shipping business, especially in the foreign shipping setup? 

Mr. Arnotp. No; we have no such breakdow n, sir. 

Mr. Garmatz. Could that be obtained? You should know. How 
much does a civic association know about the dual rate or anything 
having to do with the shipping business ? 

Mr. Arnot. I was with the Detroit Board of Commerce for 11 
years. At that time we had a combined foreign trade department 
and a transportation bureau. 

Mr. Garmatz. Is that what you would call a civic group? 

Mr. Arnotp. Yes, or commercial. 

Mr. Garmatz. What would you call a civic group? 

Mr. Arnowp. There are some cities with transportation depart- 
ments or bureaus that are in the league. 

Mr. Garmatz. How much are the interests of port bureaus or port 
authorities shown in the dual rate system? How does it affect them ? 

Mr, Arnoxp. I have not checked on their position but they are most 
active in our export- import traffic committee. 

Mr. Garmatz. They are active but how much interest do they have 
in the conference and dual rate problem ? 

Mr. Arnotp. I have not checked their actual ballots, sir. 

Mr. Garmarz. Is it possible that you can get the breakdown of the 
1,700 members to discover how many are really in the shipping busi- 
ness? That should not be too much trouble. 

Mr. Arnotp. I am just thinking. We have the returned ballots. 

Mr. Garmatrz. Can you furnish it ? 

Mr. Arnoxp. I will try to do that. 

Mr. Garmatz. Do you mean to tell me that you cannot break down 
the list of 1,700 members as to what business they are in ? 

Mr. Arnoup. It would be hard actually to break down. We would 
be strictly industry. We have never done it but U suppose we could. 
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Mr. Garmatz. I have one more question. Out of the 1,700, you 
have about one-quarter results, 400 ballots. Is it possible to get the 
breakdown of these 400 as to what their business is ? 

I want to find out if any of these 400 are really shipping people 
or whether they are just other people who are not particularly inter- 
ested and just as a matter of form are just going along with the league 
just as a lot of people who are not really interested go along with the 
chamber of commerce. I know you would not have it here but can 
you supply it for the record ? 

Mr. Arnotp. I have some people that voted for and against. I just 
do not know if I am at liberty to give this. I did not get their 
concurrence. 

Mr. Garmarz. I do not necessarily have to have the names but I 
want to know if they are civic associations or shipping people. Sup- 
pose you had 300 civic associations that voted ? 

Mr. Arnotp. Should I show you the list ? 

Mr. Garmatz. I just want a breakdown. 

Mr. Arnowp. I had a partial list at that time of 374 members that 
supported this position and I would be glad to show it but I do not 
know about putting it in the record. 

Mr. Garmatrz. Were they all shipping people? 

Mr. Arnorp. All are industries; yes, sir. 

Mr. Garmatz. Are they exporters or importers? Can you furnish 
that breakdown to the committee ? 

Mr. ArNotp. I would almost have to go back. 

Mr. Garmatz. I am trying to get a true picture of what type of 
business the league represents. 

Mr. Arnot. Just by looking at them these firms are big exporters 
and importers. Just by looking at these names, some of them are 
the country’s largest, I would imagine. 

Mr. Garmatz. Can you break down the development of the 400 
at a later date? 

Mr. Arnoxp. I will try to. 

The CuarrMan. Suppose you do that. 

Mr. Arnotp. Would you like to see the list? 

Mr. Garmatz. I am not interested in who they are but just. what 
type of business. 

The CHarrMan. Suppose you try to make that breakdown not giv- 
ing names but saying so many represent chambers of commerce, so 
many represent exporters. 

Mr. Arnoxp. I can do that quickly. Some of the largest corpora- 
tions in the country are right here. None of them are chambers of 
commerce or port bureaus or associations. 

Mr. Garmatz. Will you furnish the committee with a breakdown 
of that later on ? 

Mr. Arnotp. I will be glad to. 

(Mr. Arnold will appear later in Washington, D.C., hearings.) 

The Cuarrman. Mr. Glenn. 

Mr. Gienn. Mr. Arnold, in your statement you make seven points 
which you say need rectification. Do you think it possible that all 
of those seven points could be covered in some basic form of contract 
which could be used by all the conferences ? 

Mr. Arnotp. Yes, sir. 
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Mr. Guenn. You do think so? 

Mr. Arnon. Yes, sir, or not necessarily in the contract but if 
these basic objections were met in their agreement, not the contract, 
between the shipper and the conference. If the conference procedure 
embodied provisions to correct these objections and, say, the Federal 
Maritime Board withheld approval until these objections were met 
in their practices, it would be very easy. 

Mr. Gienn. Do you not think that it would be more practical to 
have it in the contract rather than have some procedure which could 
be used or not used according to the whims of whoever is in charge 
of the conference at any given time ? 

Mr. ArNoxD. I just do not know as it would be necessary to make 
it legislative rather than administrative. 

Mr. Guenn. I did not mean legislative. I mean have it in the 
contract. between the conference and the shipper. 

Mr. Arnoxp. I do not mean to argue but, for instance, in an orderly 
rate procedure it would not be necessary to put the orderly rate pro- 
cedure in the contract. On the other hand, if a conference had to 
have an orderly rate procedure before the conference had approval of 
the Federal Maritime Board, I think that would be an easier way to 

handle it rather than putting it down and every time you wanted to 
aa your rate procedure you would have to change your contract. 

I think it lends itself better for administration by the FMB. 

Mr. Grenn. We have had some complaint that there are too many 
different types of contract in use by the conferences and so many 
shippers have a great deal of difficulty in knowing what to do and 
when to do it because of this. 

I wonder if it would not be more practical to try to in some way 
arrive at some basic contract or terms of a basic contract that could 
be used by all conferences for the benefit of the shippers 4 

Mr. Arnotp. There are certain general provisions usually con- 
tained in all contracts that would be highly desirable to have as a 
uniform contract. You could not have a completely uniform contract 
because conditions change and are different within the various confer- 
ences. 

The Cuairman. Mr. Glenn, would you excuse me a minute? 

Mr. Gienn. Certainly. 

The Cuarrman. It is my thinking that members are going to ask a 
lot of questions about this statement and it is our desire here to hear 
local people as much as possible. 

This witness could very easily come to Washington, D.C., where 
we could set up a special morning session to go into your statement 
in detail. 

What do you think of that, Mr. Glenn ? 

Mr. Guenn. Very good. 

The Cramrman. That would save the committee's time and would 
convenience these people out here. If that is agreeable to the com- 
mittee, then I am going to excuse you at the present time and let 
each of us study over your general statement and call you back to 
Washington, D.C. on 2 special hearing that I will set up for you. 

Mr. ARNOLD. May I ask one favor, sir? Could I bri ing along some 
of the really top experts, because, as you understand, I am a mouth- 
piece for the league. 








1124 STEAMSHIP CONFERENCE STUDY 


The Cuarrman. All right. 

Mr. Arnovp. Thank you. 

The CHatrmMan. The appendices to your statement will be added to 
the record. 

Mr. Arnoxtp. Thank you very much. We appreciate that oppor- 
tunity. 

The Cuatrman. Mr. Frankel ? 

Give your name and whom you represent and what your business is. 


STATEMENT OF MARSHALL FRANKEL, J. D. MARSHALL 
INTERNATIONAL, CHICAGO, ILL. 


Mr. Franxev. My name is Marshall Frankel. I am a partner in 
a combination export firm in Chicago called J. D. Marshall Inter- 
national. By “combination export firm,” I mean we are the export 
department of several small- and medium-sized companies through- 
out the United States. 

I have come here because a steamship company requested my pres- 
ence and I have prepared no statement whatsoever. 

Of course, in shipping we are constantly in contact with the con- 
ferences as well as certain nonconference lines and I would be willing 
to answer any specific questions you might have. 

The CrarrmMan. We want to know what your views are with regard 
to this subject under consideration. 

Mr. Franke. Well, one point which appears to us is that repre- 
senting U.S. firms in foreign countries we are constantly confronted 
with competition from other countries. There was a comparison made 
during the previous testimony in regard to some type of comparison 
between fixed rates so far as inland transportation is concerned, truck- 
ing companies and railroad companies as opposed to ocean transporta- 
tion, the basic difference, of course, being that one is domestic, as | 
believe you pointed out, and the other is foreign. 

Basically, we believe that U.S. commerce is based on'a competitive 
position between individuals and individual firms and we do not feel 
that ocean transportation companies which receive subsidies from the 
U.S. Government should be in a position to arbitrarily fix uniform 
rates on exporters from the United States to foreign countries. 

The CuatrmMan. You oppose the dual rate program ? 

Mr. Franxeu. We are opposed to the jad rate program. 

The Cuatrman. Go right ahead. 

What would you offer in lieu of it? 

Mr. Franxet. We believe that individual migping companies 
should have their individual shipping tariffs. 

The CHatrman. You say that you were asked to come by some 
steamship company ? 

Mr. Franke. That is correct. 

The CHatrman. What company was it? 

Mr. Franxev. We were asked to come by the Isbrandtsen Line. 

The Cuarrman. You do not think that the company receiving con- 
struction and operating subsidy should be permitted to set any dual 
rate system? Is that the basis of why you feel as you do? Did I 
understand you to say that? 

Mr. Franxev. Yes. Supposing we were to ship a particular com- 
modity, for example, from this country, from the port of Miami to 
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Havana, Cuba. Because we are obliged to ship via conference steam- 
ship companies, this would mean that ocean freight on any particular 
commodity would be equalized whether we were shipping from the 
port of Miami to Havana, which is an overnight journey at best, 
or from the port of New Orleans or the port of New York to Havana, 
and entirely on a commercial basis—that is poorly worded—we do 
not believe that this is a just type of arrangement. We believe, for 
example, that in shipping from the port of Miami to Cuba we should 
be able to have less ocean freight than shipping from the port of 
New York to Cuba, and a conference can set rates whereby all rates 
from all ports to any specific foreign port for any specific commodity 
is the same. 

Now, we represent one particular product which we sell in very 
large quantities to European countries. This particular commodity 
happens to be an extremely bulky product for its individual price. 
The customer is obliged to pay approximately 60 percent of the total 
value of the product for ocean freight. Because of this we are losing 
the European market. 

The CratmrMan. I was interested in your statement about this sub- 
sidy business. 

As I understood you to say, and see if I got this correctly, you 
oppose this system primarily due to the fact that the steamship com- 
panies now in the conferences using the dual rate system are recipients 
of a construction and operating subsidy. Did I understand you to 
say that that was the reason you objected to it? 

Mr. Franke. Possibly I did not express myself sufficiently. 

The CuHarrmMan. Did you say that? 

Mr. Franken. No. I might have said that. Your interpretation 
is not entirely correct. 

The Cuarrman. What did you you say with respect to that? 

Mr. Franxkeu. I believe what I should have said and what our feel- 
ing is along those lines is that, despite subsidies, if there were no 
subsidies or if there were subsidies, we would basically be opposed 
to a fixed system. 

I would say because there are subsidies would possibly merely be 
one additional reason or an additional emphasis as to why we feel 
that the ocean freight companies can stand on their own two feet 
on a competitive basis rather than having (1) subsidy to aid them 
in keeping their expenses down, or keeping their operating costs 
down, and (2) being able to get together and to maintain high fixed 
ocean freight rates. 

The Cuairman. What change would there be in your position if 
Isbrandtsen was granted a construction and operating subsidy ? 

Mr. Franke. There would be no change. 

The Cuatrman. You know that they are applicants for operating 
and construction subsidy, do you not ? 

Mr. Franxkev. I believe it would be necessary to clarify our posi- 
tion in regard to Isbrandtsen line. We ship very little by Isbrandtsen 
line and we only ship Isbrandtsen in one or two specific cases of 
specific customers who specifically request that we use Isbrandtsen. 

I did not personally discuss appearing here with any representative 
of Isbrandtsen although Isbrandtsen did request through an asso- 
ciate of mine that I appear here. 
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I also expressed no viewpoints to Isbrandtsen. 

The Cuarrman. There is nothing wrong about that that I know of. 

Mr. Franxeu. No, but I am not here testifying for Isbrandtsen is 
what I am trying to point out. 

The Cuatrman. The statement that I understood was your state- 
ment, which is now part of the record with respect to the fact that 
you did not think that subsidized operators should be granted this 
privilege, was the reason that I brought up this matter. 

Mr. Franxev. I do not think that subsidized operators or non- 
subsidized operators should be allowed to form restrictive organiza- 
tions which are actually restricting trade. 

The CHairman. Do you believe in a strong American merchant 
marine ¢ 

Mr. FRANKEL. Yes, sir. 

The CuarrmMan. How are you going to hold it together in the light 
of competition in the world today with respect to costs ? 

Mr. Franxet. I believe that we have Government subsidies, is that 
not correct, for most steamship companies that carry the American 
line. We have found this to be the primary solution of keeping a 
strong merchant marine. 

The Cuarrmman. That is the purpose of it. 

Mr. Franxet. Then I did not understand your question, Mr. 
Chairman. 

The Cuatrman. Then you do not believe that there should be any 
association of the various American-flag lines similarly as there are 
associations of the independent busines people in the continental part 
of the United States for the welfare of their businesses ? 

Mr. Franxev. I feel that if there were, for example, it would be 
the same as if all of the automotive manufacturers got together and 
determined that for such and such a weight of a car with so many 
cylinders such and such would be the price, or if all the manufacturers 
of men’s suits got together and determined a price for such and such 
a quality. 

The Cuarman. Well, the Antitrust Act takes care of that. 

Mr. Frankeu. That is right, but the Antitrust Act, as I under- 
stand it, is not applicable in the case of conferences. 

The Cuarrman. That is right, but any violation of the exemptions 
that they are now granted is what we are interested in. 

Mr. Franke. I beg your pardon ¢ 

The Cuarrman. They are exempt to an extent. We are interested 
in whether or not the dual rate system is going beyond the exemp- 
tion and, if it is, then what will correct it? Our goal is to make all 
these American operators competitive with each other and pros- 
perous. 

Mr. FranxKeEu. Yes, sir. 

The Cuatrman, That is what we are looking to find. 

Mr. Franxket. I understand. 

The Crarrman. Do you have a solution to that for us? 

Mr. Franxev. No, I wish I could give you a solution. 

The Cuarrman. I wish you could, too. 

Mr. Franxet. No. As I expressed earlier, I came here not really 
understanding what type of questions were going to be posed and 
only understanding the general idea for the hearings. We can only 
speak for ourselves as a small independent company. 
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The CuatrMan. Do you sign any contracts? 

Mr. Franke. Yes; we have several contracts. We are obliged on 
a competitive basis to be members of most conferences. 

The CuatrMan. Have you been penalized by any conference ? 

Mr. Franken. No; we have never been penalized by any confer- 
ence, but, to my knowledge, we have never violated our contracts. 

The Cuarrman. Do you know of any instance where you think 
you have not been given what you are guaranteed i in your contract 
agreement with the conference ? 

“Mr. Franke. Well, so far as I understand the contr: ucts, when we 
make a particular shipment initially to X country, let us say, for 
the first time, if we are not a member of a conference this is called 
to our attention generally by our freight forwarders. 

We do not do our own booking, but our freight forwarders do. 
Our freight forwarders would normally send us the contract of the 
conference. 

Now we do not study over the exact terms of the contracts but we 
merely understand that the idea is that we agree not to ship via any 
nonconference steamship company, and for agreeing not to ship via 
any nonconference steamship company we receive a lower tariff than 
we would receive otherwise. On a competitive basis we are bound 
to sign such conference agreements whenever they are presented to us. 

You asked whether we felt that the terms of the contract were just. 
I do not understand your question in that regard. 

The CuairMan. You have insurance, do you not? 

Mr. Franxew. Yes; we have maritime insurance. 

The CHarrman. You have read your insurance contract, have you 
not ? 

Mr. Franken. Yes; we have. 

The CuHarrman. It has a lot of whereases and wherefores in it? 

Mr. Franken. Yes, sir. We have one insurance contract for all 
of our insurance. 

The Cuatrman. I am talking about your personal insurance. 

Mr. Franke. Yes. 

The Cuamman. Do you think that is fair and just ? 

Mr. Franxet. I think so. 

The CHarmman. You signed both contracts ? 

Mr. Franxev. I do not believe that the insurance rates are re- 
stricted. 

The Cuatrman. That is right; they are not restricted. 

Mr. Franke. That is right. The different insurance companies 
will have different policies. 

The Crarrman. You could get independent carriers to carry your 
freight, could you not, without signing this agreement ? 

Mr. Franken. With great difficulty to certain ports, infrequent 
sailings. 

The CHatrman. Then they offer a service for your signing this 
contract ? 

Mr. Franket. They offer a service, because I would imagine that 
about 90 percent of the steamship companies are members of con- 
ferences. 

The Coarrman. They are not using the dual rate, though. 

Mr. FranxKEt. Yes. 

The Cuatrman. No. 
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Are there any questions ¢ 

Mr. Garmatz. Have your dealings with the conferences been 
friendly or unfriendly ? 

Mr. FrAnxKEL. Friendly. 

Mr. Garmatz. Have you asked for any decreases? Have they 
notified you ? 

Mr. Franxet. We have requested decreases. In this specific in- 
stance, shipping this particular product to Europe, we have made three 
or four applications in the past. 

Mr. Garmatz. Your dealings generally have been on a favorable, 
friendly basis? 

Mr. Franxev. I would say on a very favorable basis. 

Mr. Garmartz. It is probably more friendly than favorable. 

Mr. Franxe.. Yes. I would say that with all shipping companies, 
all conferences, we have maintained friendly relations. 

Mr. Garmatz. That is all, Mr. Chairman. 

The Cuarrman. Mr. Downing. 

Mr. Downrna. I have no questions. 

The CuHamman. Mr. Johnson. 

Mr. JouHnson. What is your volume dollarwise annually in im- 
port and export business? 

Mr. Franxex. We only export. Our volume is between $1 million 
and $2 million. 

Mr. Jounson. Of that volume, in what percentage does the re- 
cipient designate the means by which that shipment is to be made? 

Mr. Franxeu. I did not understand that question, sir. 

Mr. Jounson. In your volume of business, what percentage carries 
a request by the purchaser as to the means by which you ship? 

Mr. Franxeu. A very small percentage. 1 would say 3 or 4 percent. 

Mr. Jonnson. Is there any pressure, so to speak, by your foreign 
forwarders that you spoke of in that respect ? 

Mr. Frankew. Freight forwarders? 

Mr. Jounson. Yes. 

Mr. Franxev. No. 

Iam sorry. I have to ask for your question again. Possibly I mis- 
interpreted. When I mentioned 3 percent and 4 percent, I would say 
that that would be a maximum figure of a percentage of volume where- 
by we are requested to ship via lines which are not members of con- 
ferences. 

We are requested to ship via specific lines in approximately 40 per- 
cent of the instances. 

Mr. Jounson. In your overall operation, what percentage is non- 
conference and what is conference lines? 

Mr. Franxeu. I would say nonconference is 3 or 4 percent. 

Mr. Jounson. Do you have any criticism as to the rates that you are 
paying now for your foreign shipping? Do you complain about the 
amount that you are paying? 

Mr. Franxeu. Well, approximately a year and a half ago I know 
that we studied very thoroughly shipping costs of a particular com- 
modity from the port of New Orleans to Callao, Peru, and discovered 
that for this particular commodity, shipping via conference lines, 
which we were obliged to ship by, we were obliged to pay approxi- 
mately 60 percent higher than a European firm shipping the same 
commodity from the port of Bremen or Milan would pay. 
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Mr. Jonson. Did you do anything about it? 

Mr. Franxet. We could not do anything about it. 

Mr. JoHnson. I have no further questions. 

The Cuarrman. What is your commodity, sir? 

Mr. Franxeu. Machinery and automotive parts. 

The CuHairman. Mr. Glenn? 

Mr. Guenn. I have no questions. 

The Cuarrman. Thank you very much. 

Mr. Frankex. Thank you, sir. 

The CHarrman. Let me see if any of the witnesses who were to 
appear here Thursday are present. 

Mr. Bubb? 

Mr. Houston? 

All right, Mr. Houston. 


STATEMENT OF PHILIP D. HOUSTON, PRESIDENT, HOUSTON BROS. 
LUMBER C0., AND PARTNER, UNITED TIMBER & LUMBER CO., 
MEMPHIS, TENN. 


The CuHamrman. You may proceed, Mr. Houston. 

Mr. Houston. First, may I say that I am a small shipper. 

The Carman. We are just as interested in you, Mr. Houston, as 
we are in the larger shipper. 

Mr. Houston. My name is Philip D. Houston. I am president 
of Houston Bros. Lumber Co., a partner in United Timber & Lumber 
Co., and interested also in Geo. T. Houston Co., all three of which firms 
have exported southern hardwood lumber. 

I am also vice president of National Lumber Exporters Association. 
I do not appear here as an authorized agent of the National Lumber 
Exporters Association, but I do not hesitate to say that I think the 
views of the vast majority, if not the almost unanimous opinion of the 
lumber exporters of this association, are similar to my own in reference 
to a so-called contract system. 

I have been in the lumber business continuously since 1915 except 
for 2 years in the Army during World War I. I have made 35 to 
40 trips to Europe, almost all of which have been made in the interest 
of our exporting of hardwood lumber. 

We have shipped lumber to north, south, and east Africa, India, 
Japan, South America, and practically all of the lumber importing 
countries of Europe. During this time I have been closely asso- 
ciated with the export business, and it has fallen to me to sell and book 
lumber and lumber products, negotiate with the steamship companies 
and gulf conferences, and supervise in general the export business 
of the companies I represent. 

I was recently advised of this hearing, which has, as its apparent 
objective, a law that might eventually do away with the conference 
system and the dual rates. 

The foregoing considered, I asked on April 17 to be heard at this 
hearing of the committee. 

I am not an operating steamship man, nor am I versed in all the 
rules and regulations that control shipping, but I speak as an ex- 
porter who knows what is required to remain in the export business. 
Therefore, if it please you gentlemen, I would like to excuse myself 
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from answering any queries in reference to shipping operations and 
regulations, but I invite your questions on anything concerning the 
export of hardwood lumber. 

As you gentlemen appreciate, since World War II the export of 
hardwood lumber has been severely reduced. Because of the in- 
ability to ship during the war the countries of Europe were forced 
to seek substitutes. At one time there were over 200 species of prac- 
tically unknown value being imported into England alone as sub- 
stitutes for the commonly consumed lumber, a large portion of which 
have been American hardwoods. 

Following the war it was necessary for the American shipper to 
either eliminate exports or go back into the market and fight off the 
substitutes that had been brought in to Europe through necessity 
during the war. To recapture these markets, quality, cost of lumber, 
and distribution were the three vital problems. 

The cost of the lumber and the quality of the lumber are not ques- 
tions before this committee, but definitely the question of distribution 
is, and it is my contention that the problem of distribution can best. be 
served by a continuation of the conferences and the contract. dual rate 
system. 

[ would call to your attention that back in the 1930’s there was a 
wide open situation that existed in the gulf that probably did as 
much harm to the export business as anything that has happened in 
the memory of the writer. 

During this period there was an influx of independent lines and 
chartering that. kept the market in such turmoil that the business 
became very unsatisfactory. 

The American Overseas Forwarding Agency, NLEA, the so-called 
big four, large cotton shippers, and so forth, started chartering vessels, 
and we had three classes of shipments going out of the eulf—r egular 
or conference line ships, charter ships, and independent steamship 
companies. 

Ocean rates varied from week to week. Some of the charters lost 
considerable money in their operations, particularly when they had 
to reduce their rate to their customers to meet. a new rate that came 
out before their vessel could be loaded. Vessels that were due into 
the gulf ports with rates that were competitive at the time of this 
announcement never showed up. The question of claims and dam- 
ages, the difficulty of getting boats rated for insurance, the meeting 
of shipping schedules to load charter boats, almost kept a man con- 
tinuously at the point of export to try to keep up with these matters. 

In the long run a shipment that hi ud been sold on, for example, a 
30-cent-hundredweight rate arrived in England at a time when a 25- 
cent rate was in effect. The buyers were making all kinds of claims 
for rate reductions and everything else that they could think of that 
would help them get their lumber at a competitive price with the 
new rate. 

It finally got to the point where buyers were cutting down their 
requirements on account of unsatisfactory dealings and the rate sit- 
uation that existed. In other words, they were going to other woods 
than U.S. woods because they had a regular service and a consistent 
rate. 


<item te 


whet eaes i 


Moe's 











tal ORE Sahl 





STEAMSHIP CONFERENCE STUDY 1131 


During this time the action of the conference lines indicated they 
were trying as best they could to meet the competitive rates and main- 
tain their service, but this was difficult’ because often there were last 
minute changes, secrecy in the rates, to the point where the confer- 
ences could not be continuously advised of the situation. 

I went through this period and vouch for the fact it was most 
unsatisfactory, and at the present time — we are trying to re- 

capture the European markets it would be a catastrophe if we should 
have that open rate situation again. 

I quote a letter addressed by me to the Timber Trade Journal, 
London, England, on February 21 of last year: 

The writer, an American exporter of 50 years, was most interested in the letter 
by a London importer in your January 25 issue. 

It would be interesting to know how long the importer was out his money 
against the Far East shipment on which he actually paid the draft when the 
goods were on a local coaster going to a main port for transshipment on an 
oceangoing liner. 

We note also that he has had claims outstanding for over 3 months. This 
seems rather strange to an American exporter, particularly in view of the 
present English discount rate— 
which at that time was quite heavy. 

Direct sailings from New Orleans to London take from 2 to 3 weeks. It takes 
at least a week to 10 days from actual sailing date to process, deposit, and have 
the documents presented. In addition to this there is of course a grace per.od 
for taking up the documents. Thus American lumber should as a rule arrive 
within 2 to 3 weeks at the most from the time the importer is required to take 
up the documents. 


Of course, he has to pay his discount rate while his money is out. 


In reference to the 3 months outstanding claims, the National Lumber Ex- 
porters Association maintain an office in London to expedite the adjustment of 
such claims, but besides this there is a competent board of arbitrators who can 
adjust a claim in a reasonably short period of time after the claim goes to 
arbitration. 

It would seem that the service available on fast freighters out of the Gulf of 
Mexico ports and the Atlantic coast ports, the reduced rates by the steamship 
companies, and the expense the National Lumber Exporters Association have 
gone to regulate and expedite this trade, would justify a larger portion of the 
United Kingdom hardwood market than the statistics published in the Trade 
Journal of January 25 would indicate. 

This was in answer to an article published in the same Trade Journal 
dated January 25, 1958, wherein a lumber importer was complaining 
about the fact he had paid his documents approximately 30 days prior 
to his tracing the steamship company to find out about his shipment. 

This was some Japanese oak from one of the north islands of Japan. 
When the importer finally caught up with his shipment it was just 
being moved coastwise to Yokohama, where it further had to wait 
for a liner from Yokohama to London. 

Apparently this particular shipment had to go on one coast liner and 
then be picked up by another coast liner to eventually get to Yokohama. 

I quote this letter as indicating the advantages an American shipper 
has with regular, scheduled, fast service out of the gulf. 

IT am also somewhat familiar with shipments moving out of the 
gulf by lines not members of the conferences. 

We made one shipment to a wholesaler, and after inability to get 
our money on the basis of terms of sale, we had to check the shipment. 
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The wholesaler advised he could not pay us until he got his money from 
the shipment. That is, getting his bill of lading he attaches his draft 
and deposits it in the bank and gets his money. He had booked with 
a nonconference line in good faith. The boat in question got a load 
in the South Atlantic and did not even show up at New Orleans, and 
he was having difficulty in getting it on a subsequent steamer a month 
later. That is why he did not pay us according to the terms of sale 
because he could not get a bill of lading because the ship never showed 
up. 

I recite another experience with which I am familiar where in a 
shipment that originated in New Orleans was booked with a noncon- 
ference line and was carried around in the gulf, destination of the 
ship probably changed, and it took close to 2 months to get to port of 
delivery. This particular shipment involved resulted in heavy claims 
against the shipment for the condition in which it arrived. 

I mention the above experience as indicative of the necessity for 
regular, scheduled sailings. 

n brief, gentlemen, stability of reasonable rates and schedules, 
dependable service, are, in my opinion based on long experience—the 
two most vital problems in the export of hardwood lumber—and I am 
sure that the present contract system is the best possible solution to 
these two vital phases of distribution. 

Now, gentlemen, I would like to say a word about regulation and 
supervision. 

I have been a member of the National Lumber Exporters Associa- 
tion for 30 years, and during that time I have served many times on 
the Ocean Traffic Committee. I have fought the conference tooth and 
toenail when I thought they were wrong. My views have not always 
prevailed, but I can say that in the times I have been negotiating with 
the conferences, by whatever name they were know, I have never failed 
to receive a hearing when I asked for it, both as an individual and/or 
representing National Lumber Exporters Association. I cannot think 
of an exception in meetings with the steamship lines wherein it was 
not definitely pointed out that what was good for the lumber export 
trade was also good for the steamship companies. Ifa rate or schedule 
had to be changed for the better distribution and sale of lumber, the 
steamship companies would profit as well as the lumber shippers. 

Many times the demands of the shipper have been tempered by the 
cost of operating ships as proven by the steamship companies. I can- 
not for the life of me understand how the steamship companies can 
afford to operate on schedule and a firm rate unless they get a volume of 
business to justify same. ‘The bigger the volume the more they can 
do for the shipper. I do not believe the lumbermen have ever de- 
manded a rate that could be proved was below cost. In short, gentle- 
men, it seems to me as plain as two plus two equals four that, if the 
steamship companies are going to give us a regular schedule service 
and cheap reasonable rates, then they must be assured of a volume 
of trade to justify. 

We shippers need regular, fast service on good recognized boats at 
fair rates, stable rates, and rates that can be depended on over a period 
of time to justify our continuance in the lumber export business. 

May I add the further word that the skimming off of from 4 to 10 
percent of the hardwood lumber produced in the United States to the 
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export trade makes the difference through the law of supply and de- 
mand between a good and a poor domestic market. 

Please, gentlemen, I beseech you, do not do anything to disturb the 
present setup. Help us to recover these export markets and allow the 
present conference contracts to continue so that volume can be obtained 
by the steamship companies to justify stable, reasonable rates and 
dependable shipping schedules. 

I can quite understand that if things should go wrong, then the 
Federal Maritime Board quite properly should step in to remedy the 
situation. In fact, it is rather reassuring to the small shipper that 
there is a board that stands as watchdog to protect them and to whom 
the shipper can appeal. We have always been accorded a hearing 
by the conference lines, and been able to handle our differences with 
them without necessity for an appeal. While such might be necessary, 
we see nothing on the horizon to indicate that matters can’t be handled 
in the future the same as they have been in the past. 

I believe you gentlemen are anxious to assist the lumberman and 
export shippers to recapture the export markets under the trying con- 
ditions that now exist, and we believe that the present contract sys- 
tem is a two-way street, and will work to this desired end. You, 
gentlemen, can help the situation by maintaining the status quo, or 
you can harm the situation by opening the doors to possible chaos 
in our export distribution. 

I shall be glad to answer any question my statement may have 
raised in your minds. 

The Cuarman. Mr. Garmatz? 

Mr. Garmatz. Just one question. 

Is this Lumber Exporters Association a group similar to the asso- 
ciation that the cotton people have in the South, do you know? 

Mr. Houston. I do not know. It is a tight little association. You 
are supposed to have been exporting for a couple of years before you 
are even eligible to membership. It is small, but all of the members 
are definitely exporters. 

Mr. Garmatz. How many members are in the organization ? 

Mr. Houston. I would say about 55, but I think that they include 
most of the principal exporters out of the gulf and the Atlantic coast. 
I do not know so much about the North Atlantic exporters, but they 
are in from the South Atlantic, particularly. 

Mr. Garmatz. Your meeting with the conferences is mostly rep- 
resenting the organization ? 

Mr. Houston. No, sir. I say, I was not authorized to represent 
them but I am on the traffic committee and I know all the members 
pa and talk with them often and I believe they are all mem- 
ers who have signed the contract, as far as I know. 

Mr. Garmatz. Do you represent them at the conference meetings? 

Mr. Hovusron. I have; yes, sir; and I have represented myself in- 
dividually. 

The Crarrman. Mr. Glenn. 

Mr. Gienn. I noticed on page 5, in your letter to the Timber Trade 
Journal, you mention that there is a competent board of arbitrators 
who can adjust a claim in a reasonably short period, oftime after 
the claim goes to arbitration. Was that remark in reference to your 
lumbermen’s association ? 
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Mr. Houston. That is an arbitration board, and if you have a claim 
for the grade of your lumber or measurement of your lumber, they 
are authorized to go in and inspect it. That arbitration board was 
worked to the limit when the chaos existed back there in 1930 because 
of the buyers trying to equalize the rates. Buyer A had bought at 
$100 and his next door neighbor finally came up with some delivered 
price at $90; and maybe the next neighbor came up with a similar 
shipment at $80. Buyer A was trying to file claims, and the arbitra- 
tion board had nothing, of course, to do with rates; but a lot of foolish 
claims were put up for buyer A to try to get his price equal with 
buyers B and C. 

Mr. Gitenn. Do you think such a system of arbitration would work 
well in the conference system ? 

Mr. Houston. You mean for rates, sir? 

Mr. GuENN. For rates. When you object to rates instead of going 
to the Federal Maritime Board where there has been complaint that it 
takes so long to be heard, I wonder whether some arbitration system of 
some kind would better serve the purpose ? 

Mr. Hovston. It might, but I have to raise the question as to 
whether or not you could get competent people to be arbitrators. It 
seems to me that there is so much involved, that only a board like this 
and the steamship conferences would be capable of handling it. It 
might. I have never given it a thought from that standpoint. 

Mr. GLENN. It works well in your lumbermen’s association, I take it ? 

Mr. Hovusron. Reasonably well. The arbitrators, of course, are 
natives of the country in which the lumber is exported and I think they 
are a little slanted toward their native country. I therefore do not 
think that their decision is always the best. ‘That is one reason the 
exporters maintain an office in Europe so that they can handle these 
things and try to settle the claim before it has to go to arbitration 
because arbitration is only additional expense irrespective of how the 
claim comes out. 

Mr. Gtenn. That is all, Mr. Chairman. 

The Cuarrman. Mr. Downing. 

Mr. Downtna. What is your freight rate from the gulf to the United 
Kingdom ? 

Mr. Houston. $1 per 100 pounds. 

Mr. Downine. One dollar a thousand ? 

Mr. Hovusron. Per 100 pounds, sir; and that rate used to be, I be- 
lieve, $1.10 or $1.20. I met with the Board as representing the Na- 
tional Lumber Exporters Association and we had a couple of meetings 
and finally got that rate reduced to a dollar per 100 pounds. 

Mr. Downina. When did you get that reduction ? 

Mr. Houston. About, I would say, 8 months ago and maybe longer. 
They first gave it to us only for oak and ash and after that had been 
tried out for a while, we were not satisfied and called the conference line 
and asked if we could have a further meeting with them and got the 
base broadened. They broadened the base so that it included other 
than just plain oak and ash. 

Mr. Downine. How does your tariff compare with the cost of 
lumber? Iam trying to ascertain the percentage. 

Mr. Houston. That is pretty hard to say because the cost of lumber 
varies with the grade and species. In other words, we have shipped 
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lumber that does not cost at the mill over $45. That same lumber will 
weigh 4 pounds or better or 414 pounds, and your ocean rate is $45 too, 
plus your inland freight and your port charges. Then you will turn 
around and sell some lumber for $300 a thousand f.o.b. mill plus your 
$45. That will give a rate there possibly of $48 or $49 to the United 
Kingdom. 

Mr. Downinea. Do you have a good market in the United Kingdom 
now for American lumber ? 

Mr. Houston. It has been a very hard market to recapture and we 
have been fighting it for 4 or 5 years. Only in the past 30 to 60 days 
has there been an increase in inquiries, and that is largely on a basis of 
the very tight situation in Jap oak and ramin from the Far East 
and African timbers and I might say they have had a lot of meetings 
there about rates that they could not determine what they were going 
to be when they got there or what they paid the freight on and that 
is confusing to the foreign buyer. 

Mr. Downine. Who is our chief competitor in the foreign field in 
lumber ? 

Mr. Housron. With oak it has been Jap oak and Polish oak, wawa 
and ramin is competitive about with poplar. They brought in so 
many new species that are really unknown to the American shipper. 
The European and English markets used to be fine oak markets. 
They liked solid furniture and bought oak. When we could not ship 
they had to turn to all of these substitutes. 

After the w ar, Japan was not on a dollar basis. I mean to say, 
they could sell in sterling and they got a great big advantage in the 
U.K. market. You know how Polish oak comes in. There is no basis 
for price or anything else but just to meet competition. 

They have always liked American oak. It is longer. It has better 
cuttings. It is wider. It may not look quite as good on the surface 
but from the standpoint of manufacture it is a valuable wood. It has 
a far more beautiful grain than has your Japanese oak, for instance. 

Mr. Downine. What about your southern pine? 

Mr. Houston. I am not a pine man and cannot tell you much about 
it. I donot know what the value has been in pine. 

I know that there have been substitutes for that, too. 

Mr. Downine. Thank you very much. 

The Cuamman. Mr. Johnson. 

Mr. JoHnson. You have spoken of the importance of having a 
proper freight rate for your product and you state now that to ‘the 
United Kingdom it runs about a dollar a hundredweight ; is that cor- 
rect ? 

Mr. Houston. That is right. 

Mr. Jounson. In your statement, I believe you set forth that in the 
1930’s it was at that time about 30 cents a hundredweight. 

Mr. Houston. I think it got down lower than that, sir. 

Mr. JoHnson. Do you feel that there has been a normal increase 
from 30 cents or lower up to a dollar? 

Mr. Houston. First, I do not think that the 20-cent or 30-cent or 
35-cent rate was a normal rate. That was brought about by this com- 
petition that came from the charter boats and independent boats that 


came in at that time and they just whipped the rate down. 
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Mr. Jonson. So that you have no complaint as to the present rate 
in the sense that it is not a realistic rate? 

Mr. Hovsron. Yes; I think any rate is too big, but, at the same time, 
I have sat in these conferences and had statistics thrown at me as to 
the cost of stevedoring, and the cost they have to pay their labor, and 
the interest on their money, and the way the fuel has gone up, and I 
know that an advance is justified the same way that my lumber in 
those days cost me about $50 or less than that and today it costs about 
$76 or $80. That is your economic question of labor and inflation, and 
so forth. 

Mr. Jounson. I notice that you recommend the continuing of the 
present contract system. You do not use the words “dual rate.” Do 
you mean by the contract system the dual rate system ? 

Mr. Houston. Mr. Johnson, to me, it isthis way. The more volume 
the steamship gets the better service they can give and I think service 
is very much more important than the rate if we have a stable rate and 
can give service. 

I never knew a company, whether steamship, lumber, or anything 
else that was ever able to give service unless they could make a little 
money. 

Mr. Jonnson. But you are familiar with the fact that we have in 
operation a lot of conferences that are not operating on the dual rate? 
You know that to be a fact, do you ’ 

Mr. Houston. Well, I am more familiar with the conferences out of 
the gulf because my exports are confined almost 90 percent to the gulf. 

Mr. Jounson. I would like, for the purpose of the record, to know 
whether or not you wish to go on record as in favor of continuing 
under the dual rate system. 

Mr. Houston. Yes, sir. I am in favor of that because I believe the 
dual rate is bound to give them volume and the volume is necessary to 
give us the service. We have to have service. Here it takes maybe 
90 days to get a shipment out of Japan. We can put it over there in 
about 3 weeks. 

A man can cable out his order. I can ship it to him if I can catch 
a steamship going, if I have regular scheduled services I know I can 
give it to him, and sometimes with this air mail we have to worry about 
getting our documents over there by the time the lumber arrives. 

Mr. Jonnson. May I say that I am rather impressed by your state- 
ment that the economy of the hardwood business in America depends 
on the 10 percent or more than you export. That is rather an enlight- 
ening statement. 

Mr. Houston. Well, no. I have seen that figured up many times 
but I should have perhaps limited that more to oak. 

In the South, 50 to 60 percent of the production is oak in the hard- 
wood trade, leaving out pine now, and in the production of hardwood, 
if you can skim off any place from 4 to 10 percent of oak, that would 
make oak lumber profitable, if you can skim those off you have a bal- 
ance between your supply and demand that makes a difference between 
a good market and bad. 

I am not talking about when we are in a depression but in ordinary 
business if you can take off that 5 percent to 10 percent of the oak 
production to the export trade you have a good oak market and when 
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50 to 60 percent of your production is oak, if you have a good market 
your business is all right. 
” Mr. Jounson. One final question. 

Do you have any suggestion as to how we can improve the contracts 
that exist in the conference system today that deal with the publishing 
of the rates or any other m: utter / 

Mr. Houston. Well, I have never had any difficulty about the pub- 
lishing of rates because I try to keep in sufficient contact that I know 
what they are. 

As an example, I can tell you that the day before yesterday the 
dollar rate was extended for a period of 6 months, I believe. 

Mr. Jonnson. How did you secure that infor mation ? 

Mr. Hovsron. Well, in the first place, I have solicitors calling at my 
office a couple of times a week and they are quick to give me any infor- 
mation that they have that might affect the business with them, and, 
besides that, I am in constant contact with New Orleans. My broker 
down there advises me of all of those things as fast as they develop. 

Mr. Jonson. I have no further questions. 

The Coamman. Mr. Cowen? 

Mr. Cowen. I have one question, sir. 

You say that you have fought the conference “tooth and toenail,” 
when you thought they were wrong. Would you care to give an in- 
stance in which you thought the conference was wrong, ‘sir? 

Mr. Houston. Well, back at times I have thought that the rates 
were wrong. I have thought that their schedules were wrong and 
we have fought like the dickens over rates at different times. I have 
not been before the conference on that but I —_ ainly have given 
thunder to the conference lines for trying to make policemen out of 
all of us shippers to determine for them whether or not a shipment 
that we make goes on a conference boat or whether it goes on an in- 
ee boat. In other words, if I sell a shipment to a wholesaler 

[ do not know what that wholesaler is going to do with my lumber 
and in this regard something started out on the Pacific coast wherein 
the conference lines were trying to penalize a man for letting some of 
his product goona nonconferenc e line when he did not know anything 
about it. 

Mr. Cowen. You mean that your conferences have tried to make 
you as shipper certify that title had passed to the lumber? 

Mr. Houston. No, they did not try to do it but there was a lot of 
talk about it. It was in the trade papers and so forth, that there was 
to be something come up wherein we would have to follow our ship- 
ments, to make sure they did not go on nonconference ships which 
was perfectly ridiculous, and that was the position of the conference 
that they wanted to know whether or not my lumber went on the con- 
ference boat or not. I cannot tell. I ship to my neighbors. They 
might turn right around and ship it unbeknown to me on a noncon- 
ference line. 

If I go to my customer, who is a neighbor, or even to a man ti 
Memphis : and sell him a car of lumber, I can’t tell him what to do with 
it. If from Vicksburg, Miss., I ship a car to James E. Stark, who 
ships export, they can turn around and ship it back to New Orleans 
and put it on a boat and export it and I have no control or know]- 
edge how they ship it. They operate a flooring factory. 
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If I go to him and say, “Mr. Stark, I want you to certify to me 
that this is not going on a nonconference ship,” you can imagine what 
he would tell me. 

Mr. Cowen. You think that the customer is right and that he can 
ship as he desires whether or not you are a conference signatory ¢ 

Mr. Hovuston. If a man wants to ship on an independent line, that 
is his business, but I think he is going to be deprived of this fast 
scheduled service, and I do not know whether he can always count 
on his boat being there. That has been my experience. 

Mr. Cowen. I have one further question, sir. 

You state that you have had the opportunity to sit down with the 
conference. By that do you mean you, as an individual, sitting down 
with the conference chairman or a committee from the conference / 

Mr. Housron. The whole conference. I have sat with the whole 
United Kingdom Conference. I have sat down with the whole Con- 
tinental Conference. I have sat down with a committee and I have sat 
down there individually with them. 

Mr. Cowen. In other words, any complaint that you have that you 
feel is justified, you immediately take it up with the conference and 
they accord you a hearing? 

Mr. Houston. Yes. Maybe it is not the day I ask for it but there 
is no use going to a hearing unless you can get the prine ipal voters 
who have to decide the question. If they are not there, there is no use 
having a meeting. 

Mr. Cowen. But in all cases they have given you the right of a 
hearing where you thought you were justified i in bringing the matter 
to them ? 

Mr. Hovsron. I do not believe there was ever a time that they did 
not accord me a hearing when I asked for it either as an individual 
or as representing the National Lumber Exporters. 

Mr. Cowen. That isall, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Thank you, sir. 

Mr. Houston. Thank you. 

The Cuarrman. Are there any gentlemen in the audience who would 
like to testify this afternoon ? 

The committee will stand in recess until 2:30 this afternoon. 

(Whereupon, at 12:45 p.m., a recess was taken until 2:30 p.m., this 
same day.) 

AFTERNOON SESSION 


The Cuatrrman. The committee will come to order. 

Our first witness this afternoon will be Mr. D. E. Knight of Barzen 
of Minneapolis, Inc., Minneapolis, Minn. 

You may proceed. 


STATEMENT OF DONALD E. KNIGHT, GENERAL TRAFFIC MANAGER, 
BARZAN OF MINNEAPOLIS, INC., MINNEAPOLIS, MINN. 


Mr. Knicur. Chairman Bonner, my name is Donald E. Knight, 
and I am general traffic manager of Barzen of Minneapolis, Inc., of 
Minneapolis, Minn. Our company is engaged in the marketing of 
seed and various other agricultural commodities throughout the United 
States and extensively in most countries of the free world. 


SOT. 
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My object in appearing before your committee is to explain my 
attitude and thinking on the dual rate system specifically, and gener- 
ally on the Conference Steamship Line operation. I am strongly 
opposed to the dual rating system which 1s presently employed by 
many of the conference steamship lines because it is to me the use 
of coercion in forcing me to use vessels which belong to specific con- 
ferences in order to be ¢ cape titive with other people ‘who are engaged 
in the same industry that we are. 

If we do not sign the acetates agreement, then we are penalized 
by about 10 percent over those people who have signed the conference 
agreement. Therefore, we feel that this practice is discriminatory 
and basically not in keeping with the Constitution of the United States, 
as we feel that for the same services the price should be the same to 
everyone without any regard whatsoever as to whether or not various 
inside agreements have been signed. It has long been held in the 
courts that rebates on fr eight charges are legal and this, tee hnically, 
is a rebate in exchange for certain questionable agreements. 

The conferences’ positions have always been that they have stabi- 
lized the ratemaking industry as far as water carriers are concerned. 
This is highly erroneous because in the past several years we have ex- 
perienc ed the situations wherein the conferences will publish rates 
in this country and adhere strictly to them, but still the fevehen offices 
of the same steamship lines will offer European customers cheaper 
rates than those which are available to U.S. shippers, thus rendering 
absolutely groundless and completely without fact the statement that 
this same rate applies to all when a conference vessel is used. 

In this case, it was a conference line vessel so therefore the stabili- 
zation of rates does not exist. This has happened several other times 
and of course places all American shippers at a disadvantage when 
we find that our European customers can get freight on certain ves- 
sels at a cheaper rate than American shippers are able to do it when 
it is one and the same vessel and the same owners. 

Many of the products we export from this country are likewise 
grown and produced in various other countries throughout the world. 
[f we will sell on a f.a.s. or f.o.b. basis, we are able to meet competition 
whereas if we insist on c.i.f. conditions we would lose the business, and 
according to the contracts that the conference lines have in effect at the 
present time, we are unable to do this—that is, to sell on f.a.s. or f.o.b. 
conditions unless the vessel is actually conference line. 

This happened to us likewise several years ago on a large movement 
off the west coast. Our European customer bought it on f.o.b. west 
coast basis and instructed us to load the cargo on a certain vessel sail- 
ing at a certain time which in this case was a nonconference vessel. 
The Pacific Coast European Conference threatened us with lawsuits, 
seizure of cargo, cancellation of contracts, and every other threat 
under the sun, and tried to collect from us so-called liquidated dam- 
ages for our failure to use a conference vessel but to this date they 
have not pressed it in court action although they have insinuated that 
they intend to do so. 

In this particular case, our European customer paid the freight, 
booked passage, bought it f.a.s west coast, and we had absolutely 
nothing to do whatsoever with arranging for shipment. These coer- 
ceive actions, in my mind, are highly irregular and certainly not in 
keeping with the American concept ‘of free enterprise. 
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The present dual rate conference system works only to the advantage 
of the foreign steamship lines and to the direct disadvantage of the 
American shipper because the American shipper is bounden and un 
able to use any other than a conference vessel at the published rates 
when the foreign customers can, of course, charter the same space on 
the same vessels at much lower rates than we were able to obtain. This 
is a very one-sided matter, and since U.S.-flag vessels are subsidized, in 
reality we are (by “we” I mean U.S. shippers) subsidizing not only 
U.S.-flag vessels but foreign-flag vessels as well, which I am certain 
was not the intention of the Federal Maritime Act of 1916. 

If the conference lines under the dual rate system are permitted to 
continue their present actions, it would eventually mean the complete 
elimination af all independent vessels, and then all shippers would be 
at their complete mercy as to what rates they would charge, as to when 
they would close out on vessels and whether or not they would take 
any cargo. This would lead directly to a complete trust and monopoly 
on shipping because the independent lines would no longer be able to 
keep the conference lines somewhat in line as to their rates. At the 
present time the 10-percent differential between contract and noncon- 
tract signers then could easily be increased to 20 percent. or 30 percent 
as this has already been indicated by Mr. Donald F. Wierda of the 
United States Lines Co. 

We feel we are doing the farmers in this country a great service by 
attempting to find the most advantageous world market for the farm 
products, and if the Federal Maritime Commission permits the vari- 
ous conference lines to continue to harass the American shippers with 
their coercive tactics, it means that the tremendous efforts we put 
forth in behalf of the American farmer as well as our industry, then 
certainly we are defeating the purpose which the U.S. Department of 
Agriculture and other marketing agencies are attempting to avoid. 

We recently lost out on a large shipment to Japan of surplus farm 
commodities from this country to a Canadian shipper because certain 
freight rates were extended from the port of Montreal to Japan which 
were sharply lower than the rate on the same commodity on the same 
vessel on the same voyage had they picked up the freight in New 
York and taken it to Yokohama as compared with the port of Mon- 
treal. This, again, is mute evidence of the abuses to which the vari- 
ous conference lines are employing the so-called dual rating system 
forcing us to use the lines and giving direct advantage to shippers 
from other countries. 

We feel that the conference lines have helped us stablize somewhat 
the rates on shipments although many exceptions have been made to 
this, as outlined in the previous paragraphs, and also as well as the 
scheduling of vessels, and I have no particular objection to the con- 
ferences as such, but as far as their lipservice goes as to the same rate 
to everyone who signs a contract, this does not exist and therefore I 
give very little credence to their statements that they are stabilizing 
the rates and keeping them uniform eliminating rate wars, et cetera. 

These conferences are dominated by foreign-flag vessels which 
means that we are permitting the owners of foreign-flag vessels to 
dictate to American shippers the policies that will be followed by the 
Federal Maritime Board and the various steamship lines as to what the 
American shippers will be subjected to, and we feel this is certainly 
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not the intent of the Congress. The rates from U.S. ports to various 
points throughout the world are consistently higher than the rates on 
the same commodities from various other ports around the world to 
the principal markets. This has already placed our industry at a dis- 
advantage over production of the same crops from South America, 
Australia, and western Europe, and if we are to take the action as 
requested by the various conference lines which, let me none is 
dominated by foreign-flag vessels, to keep rates at unusually high 
ratio as compared with other sailings from around the world, then 
certainly the time is rapidly approaching when the American ex- 
porter will have little or no opportunity to deal in world markets. 

I am certain that your committee has already received statements 
from many other American shippers bearing out the fact that it is 
becoming more and more difficult each year to maintain the volume of 
export business that we have enjoyed in past years, and a good bit of 
this is directly due to the unfair pricing of freight rates from Ameri- 
‘an ports as compared with other world ports. I do not believe that 
any Ts. ratemaking body should make rates for steamship lines. 
This would be unworkable due to the fact that on an f.a.s. or f.0.b. 
shipment the rates could be very easily established by foreign-flag 
vessel owners and would mean absolutely nothing as far as rate sta- 
bilization is concerned, and only U.S.-flag vessels which are subsidized 
by the U.S. Government would be forced to comply with the rate- 
making bodies as outlined. 

In summary then, let me review what I have previously stated: 

(1) That I feel the dual-rate system as presently employed by the 
conference lines should be prohibited which has already been ruled by 
the U.S. Supreme Court. 

(2) That we should take no action whatsoever, which would render 
the independent lines unable to compete with the conference lines 
which would lead to eventual elimination of them from the shipping 
lines. 

(3) Our Department of Justice and our Trust Department spend 
many millions of dollars each year in the breaking up of trusts and 
cartels, and any action of the Congress to create a trust as far as 
shipping in world commerce is concerned would be in exact reversal 
of the position which has long been taken by the Justice Department 
and the courts of our land. 

Please, gentlemen, our industry needs help to break up the pro- 
jected monopolies by the dual-rating system, and I am certain that 
you will see the necessary action is taken before June 30, 1960, to re- 
move the dual-rating system and the monopolies of the conference 
lines from international trade. 

The CuarrmMan. We will permit the counsel to ask such questions 
as they may choose first before I call on the members. 

Mr. Cowen. Would you explain your example given on page 2, Mr. 
Knight, in laymen’s terminology? Would you explain what 
transpired there, sir? 

Mr. Knicut. Do you mean on this movement from the wes* coast ? 

Mr. Cowen. Yes, sir. 

Mr. Knicut. What happened is that we had 6 million pounds mov- 
ing out of the west coast to Rotterdam. We sold it to a Dutch firm on 
what we call f.o.b. conditions, which means we deliver it to a port 
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which, in this case, was Portland. The Rotterdam customer booked 
space on a vessel which was a nonconference vessel. He paid the in- 
surance. He paid the freight. He paid the wharfage and handling. 
All charges followed the cargo. 

Mind you, gentlemen, that it is not my intention here today to thrash 
out a personal argument I have with any European conference, but I 
am here to point out situations I think should be corrected. 

The Pacific Coast European Conference attempted to collect a tre- 
mendous amount of money because of the fact that we were placing 
this cargo aboard a nonconference vessel when we are signers and ad- 
here strictly to our contracts with the steamship lines. 

They insisted that even though it was f.o.b. we had to put it on a 
conference vessel and they were going to hold us for the cost of the 
freight on the cargo as though it had moved on a conference vessel. 

Mr. Cowen. In that specific instance, your customer took title to the 
goods ¢ 

Mr. Knicutr. We had a letter of credit payable on receipt of dock 
receipts showing that we had put it on dock in Portland. 

He had title to the goods before it ever moved from the pier to the 
boat. 

Mr. Cowen. So you exercised no further control once you had 
placed the goods on the dock? 

Mr. Knicut. None whatsoever. 

Mr. Cowen. All right, sir. 

Now, the one case that you set out here of 5,000 tons of corn being 
shipped to a west European country, what were the circumstances 
surrounding that? 

Mr. Knicur. The circumstances surrounding that are as follows: 
We had likewise booked this cargo on a conference vessel. As I said 
before, we belong to all the major conferences. We have signed their 
agreements and adhere strictly to the terms of that contract. But we 
had some on c.i.f., in other words, cost, insurance, freight conditions. 
We agreed to deliver the cargo to Hamburg at a certain price. After 
we had booked space on a vessel and arranged to ship it, we got a cable 
and then a letter from our customer, telling us to place it on a certain 
boat sailing at a certain time. At that time the freight rate on the 
gulf coast was 120 cents a hundred on corn and they instructed that we 
should reduce our c.i.f. price by 120 cents a hundred. 

When we attempted to cancel the space with the steamship line, 
they said, “This is during the cotton shipping season. Our space is 
tight, and we have turned down a lot of cargo. You have to ship on 
this boat or we will hold you responsible for payment of freight.” 

We cabled our customer and they said it would cost us an additional 
20 cents a hundred because that was the reduction they had received by 
booking on this other vessel. 

Mr. Cowen. How much notice in that instance did you give the con- 
ference of your customer’s cancellation ? 

Mr. Knicut. We had about 6 days, as I recall. 

Mr. Cowen. It was 6 days in that specific instance. They held you 
to the terms of your contract in that you had booked the space? 

Mr. Knicur. They were going to but, of course, we pointed out the 
fact that we have used them considerably over the years and they 
did not doit. They were gentlemen about it. They could have held us 
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to it and could have forced us to pay the freight even though we did 
not put it on that vessel, which is perfectly within their rights be- 
cause we had a firm contract with this boat, but they did not do it. 

Mr. Cowen. What conference was that, sir, if you recall ? 

Mr. Kwnicur. I do not recall. There are so many conferences that 
I cannot remember. Anyway, it would be the conference that handles 
shipments from the gulf to West Germany. 

Mr. Cowen. Did you finally ship that on an independent or foreign- 
flag line ? 

Mr. Knicut. It went on a conference vessel. 

Mr. Cowen. Do I understand, sir, that due to the terms of your con- 
tract and your customer’s statement that he could have it delivered 
at a cheaper rate, that you were given a reduction by the conference ? 

Mr. Knicut. No, we were not. Perhaps I went a little too fast. 

First, from the c.i.f. price we had given our customer we had to 
allow him 120 cents a hundred, which was the conference rate. We 
had booked it on a conference vessel. 

He instructed us to put it on a different conference vessel. 

Mr. Cowen. That was your customer ? 

Mr. Knicur. Our customer. We said, “We cannot because we have 
already booked space and they are going to hold us for it.” 

They said we would then have to stand an extra 20 cents a hundred 
because the other steamship line on which they had booked space 
and received a 20-cent reduction was different from the one that I 
had and, if I wanted to stand the extra 20 cents, I could use my own 
vessel. Otherwise I-would have to use their vessel. 

Mind you, both of these were conference vessels. 

Mr. Cowen. Were they members of the same conference, by any 
chance ? 

Mr. Knicur. Of the same conference. 

The Carman. What vessels were they / 

Mr. Knicur. I do not have the names of them in front of me. 1 
did not bring it with me, but I can certainly furnish it. 

The CHairman. I want the record to show that. This is a strong 
statement. These are the things we are looking for. 

Mr. Knicur. I will be happy to dig it out when I get to the office 
and send it to you. 

The CHairrmMan. You do not know the steamship lines ? 

Mr. Knicut. I do not remember them. We have many dozens of 
shipments each month and I cannot remember the names of the vessels. 

This happened 2 years ago, as I recall. 

Mr. Cowen. With the chairman’s permission, would you furnish 
the names of the vessels, the lines and the conference membership 
for the record, please ? 

The Cnarrman. For the two vessels in this instance. 

Mr. Knienr. I will do that. 

(For information referred to see p. 1145.) 

Mr. Cowen. Now, sir, I note that you state that foreign lines 
dominate the conferences. On what do you base that, sir? 

Mr. Knicur. I have here, if you would like me to give it to you, a 
statement made by someone else, a statement of Robert A. Bicks, First 
Assistant, Antitrust Division, Department of Justice, before the House 
Committee on Merchant Marine and Fisheries, March 11, 1959, in 
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which in appendix A, he gives a list of the number of the conferences 
operating out of U.S. ports and shows the American vessels and the 
foreign-flag vessels; and, in reviewing it, it appears that about 75 per- 
cent of the members of the conference lines are foreign-flag vessels and 
approximately 25 percent are American-flag vessels. 

Mr. Cowen. Well, he was basing that, I think, sir, on the numerical 
difference. 

Do you, of your own knowledge, know that foreign vessels dominate 
a specific conference # 

Mr. Knicut. No, only from the statement that was given to your 
committee by a Department of Justice witness. This information is 
right here. [ have the photostatic copy. 

Mr. Cowen. I understand that, sir, but I think Mr. Bicks was bas- 
ing his statement on the numerical superiority of foreign lines within 
a conference as against American-flag lines. 

Mr. Knieut. That is right. 

Mr. Cowen. Rather than the mode of voting wherein each confer- 
ence controlled its rates and practices. 

Mr. Knicut. Well, it would seem that the voting undoubtedly takes 
place. I do not know the inner workings of conferences. I am not 
competent to testify on that point. 

Mr. Cowen. Yousay: 

The present dual rate conference system works only to the advantage of the 
foreign steamship lines and to the direct disadvantage of the American shipper 
because the American shipper is bounden and unable to use any other than a con- 
ference vessel at the published rates when the foreign customers can, of course, 
charter. * * * 

Go into that, please, if you would, sir. 

Mr. Knicur. Well, the point that I make on this, and I pointed 
out three specific instances when it happened, is that a customer from 
another country, our customer can go to these steamship lines and get 
cheaper rates from the conferences than American shippers can get. 

Now, if we do not use a conference vessel, then we are subject either 
to liquidated damage or if we do not sign the conference I think there 
is a 10-percent differential between conference signers and nonconfer- 
ence signers, and it binds us to absolutely using a conference vessel, but 
European customers can go to the offices in Hamburg or Rotterdam or 
whatever they are, and go to the owners of the vessels and get cheaper 
rates from these same boats than we can get. 

Mr. Cowen. They can go to the office of the same steamship line 
and get a cheaper inbound rate than you can outbound, is that correct? 

Mr. Knieut. That is correct. 

Mr. Cowen. Now, will you go into the instance that you cite on 
page 5 relative to the difference in rates from Montreal and New 
York, if you would, sir? 

Mr. Knicut. I do not have in my records or in my files the name 
of the vessel. We lost the business. I will briefly review that particu- 
lar transaction. 

We were bidding red clover in shipment to Japan which is on a 
competitive bidding basis. Our agents in Yokohama came back and 
informed us that we were approximately $1 too high and we would 
have to reduce our costs. 

We a a and could not do it, and finally we talked to the fellow 
who finally shipped it. It was a Canadian firm which finally made 
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the shipment. They had placed it on a vessel that sailed from Mon- 
treal. 

They got the order and placed it on a vessel from Montreal at a 
sharply reduced price than I would have had to pay. I was figuring 
on using the same vessel out of New York because they gave me 
an estimated time of arrival deadline and this was the last vessel 
that could be used. 

The Canadians got the shipment, and put it on a boat at Montreal 
at a cheaper rate, and after the boat left Montreal it came to New York. 
The Canadians got it cheaper than I would and it was a conference 
boat. 

Mr. Cowen. Was it an American-flag line, if you recall ? 

Mr. Knieur. I do not recall and I do not have it in the records 
because of the fact I did not have the business, and I had no need to 
file it except that, in talking to the fellow at a convention, he told me 
what they did and the name of the vessel, and this was the one I was 
going to use. 

Mr. Cowen. In that specific instance, did you attempt to take this 
problem up with a conference official ? 

Mr. Knicut. No, by that time it was too late. We could not figure 
out how our competitors could sell the same commodity so much 
cheaper than we could when our freight rates and everything else 
should have been the same, and he finally told me that he had put it 
on this vessel out of Montreal at a cheaper rate than I was paying on 
the same vessel out of New York. 

The Cuarrman. Before you leave that, do you have in your records 
the name of this vessel ? 

Mr. Knicurt. I do not have the name of this vessel in my records. 

The Cuarrman. How can I understand the facts about this? Where 
can I find out? You say a gentleman told you this. Who is the gen- 
tleman ¢ 

Mr. Knicutr. The McCabe Grain Co. in Winnipeg. 

The Cuarrman. Can you find out from him the name of this vessel ? 

Mr. Knicut. Mr. Chairman, let me make a couple of notes as to what 
[am supposed todo. I think I can still find it out. 

The Cuarrman. I am not questioning your statement but I want 
to have this record complete. 

Mr. Knienr. I appreciate it, Mr. Chairman. As I said before, I will 
attempt to investigate it and I am reasonably sure I can find it. 

The Cuatrman. I want the record at this point to show your reply 
to this statement that you make so that you can document it and give 
us the name of the vessel and the conference line it was operating in. 

I would also like to have the same information in the record on 
this incident on page 2. 

Mr. Knicurt. Yes, sir. 

(The information referred to follows :) 

BARZEN OF MINNEAPOLIS, INC., 
Minneapolis, Minn., September 17, 1959. 
Mr. W. B. WINFIELD, 


Chief Clerk, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 

Dear Mr. WINFIELD: Pursuant to your request of August 27 regarding addi- 
tional information about certain shipments of seed, we have carefully checked 
our files and find that the statements made before the committee are basically 
accurate but it is necessary to make some minor changes. 
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Please correct the record to show as follows: 

“The conference rate in effect on corn at the time of the movement was $1.20 
per 100 pounds and we bid on a ¢.i.f. basis of $1.20 ocean freight. Our customer 
changed the terms of the contract to an f.a.s. basis with the explanation that they 
would pay only $1 per 100 pounds or 20 cents less than existing rates. We agreed 
to these f.a.s. conditions, because it makes no difference to us whether we charge 
freight on the basis of our cost or ship it freight collect. 

From the information available, it appears that negotiations were being made in 
Germany with the Hamburg American Lines, and we were instructed to book 
space on their behalf on the steamer Montan. We subsequently received word 
from the North German Lloyd Line that they had met the $1 rate quoted by Ham- 
burg American and since their vessel was more convenient to our shipping schedule 
the cargo moved on North German Lloyd Line Werrastein, on a freight collect 
basis of $1 per 100 pounds.” 

In connection with the shipment to Japan, as was indicated, we have nothing 
in our files on this shipment and upon contacting the people in Canada, they now 
state that an associate executed the contract and they no longer have information 
regarding the name of the vessel. 

We sincerely trust this information will enable you to complete your report 
on subject matter. 

Apparently the efforts of your committee are already producing results in 
adjusting the inequities we spoke about, as our company on application received 
reduction in rates on a movement from the west coast to Uruguay and also an 
adjustment in rates to a more realistic level from the gulf to Mediterranean ports. 
Action was taken by the conference involved promptly (about 10 days) which 
of course was appreciated by us, both the reduction and the prompt action taken. 

Please keep up your excellent work on behalf of the shippers engaged in 
international trade and let us again thank you for the courtesies extended. 

Yours very truly, 
D. E. KNIcurt. 

The Cuarrman. All right, sir. 

Mr. Cowen. At the bottom of page 5, you go again into the domina- 
tion by foreign-flag vessels and you go a little “further, saying that 

“we are per mitting the owners of foreign- flag vessels to dictate to 
American shippers the policies that will be followed by the Federal 
Maritime Board.” 

Mr. Kniaur. T am going back to the fact that so far the Federal 
Maritime Board | 1S permitting the dual-rate system to be in effect and, 
referring again to appendix A of Mr. Bicks’ statement to this com- 
mittee, it appears to me from reading his statement that the members 
and number of foreign-flag vessels in : these conferences far outnumber 
USS. vessels, which would indicate that they are dominated by foreign- 
flag vessels. 

Mr. Cowen. You are basing that again on Mr. Bicks’ statement? 

Mr. Knicur. Yes, sir. 

Mr. Cowen. In instances where you felt that you were losing foreign 
markets due to foreign competition, have you ever gone to “the con- 
ferences or to the various lines to place your problem before them 
and try to work out or adjudicate the difficulties? 

Mr. Knicur. Yes, we have done it on many occasions and on many 
occasions the conference lines, the steamship lines have been most 
cooperative. 

We have stated that we are running into competition from around 
the world. 

It happened a couple of years ago when we were running into com- 
petition from Australia on shipment of certain commodities to Rotter- 
dam and the conference lines, after 30 or 45 days, reduced their freight 
rates from $1.65, I believe it is, to 90 cents, and en: bled us to get back 
into the market; but in the meantime we lost. a year’s business, so that 
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they could do it; however, in trading, especially in the seed business, 
because the European markets are very short of money, they do not bu 
anything until they absolutely have to buy it, because of the high 
rates of interest. 

When they buy something normally they buy it today and want it 
shipped yesterday. We do not have 30 or 45 days to wrangle over 
steamship line rates. In other words, we must know at the time we 
make an offer what our cost is going to be and we are bound to that 
and cannot. make a price on the basis of maybe a steamship line or 
maybe a truckline will haul it cheaper than what we are anticipating. 
In other words, we must anticipate and price our bid on the basis of 
known published tariffs. 

Mr. Cowen. Have you always been given ample notification of an 
increase in rate 

Mr. Knicurt. Yes. 

Mr. Cowen. Have you been granted a decrease in any rate within 
the past 8 months? 

Mr. Knicgut. They have continued the emergency reduced rate on 
rye grass and peas from the west coast to Italy which was supposed to 
expire a year ago—they have continued the emergency rate. In other 
words, it has been extended month after month after month. Ido not 
know how long it is effective, but now the rate on corn from the gulf 
was reduced from 90 to 70 cents per hundred pounds this year. I 
understood it was on a 30-day temporary basis but it has either been 
extended or dropped because the season is over. 

Mr. Cowen. Did you request that decrease or do you know whether 
or not any of your competitors requested that ? 

Mr. Kniocur. I did not request the decrease and I do not know 
where the request came from. However, the rates were decreased by 
20 cents a hundred. 

Mr. Cowen. Other than when requested by a customer, do you ship 
on independent lines at all, sir? 

Mr. Knicut. No; we do not. We use the conference lines because 
we have signed agreements with them and hold ourselves responsible 
to them for our actions. 

However, on f.o.b. or f.a.s. sales, we have no control over those, and 
of course the conferences have maintained that even on an f.o.b. or 
f.a.s. sale we still must ship on a conference line, and that we strongly 
object to and cannot.do. 

Mr. Cowen. I have one further question on that, sir. 

Has any conference other than the Pacific Coast European brought 
any suit or intimated that they would bring suit for any f.o.b. or 
f.a.s. shipment ? 

Mr. Knieur. No; that is the only instance where we have had any 
indication that they might bother us, but that was 4 years ago and 
we have given up on that. They dropped it, but they attempted by 
telegram and telephone calls and everything else. 

Mr. Cowen. That is all. 

The CHatrman. Did you take up with the conferences the three 
cases the counsel cited. 

One statement that is very interesting is on page 2: The European 
customers get “cheaper rates than those which are available to U.S. 
shippers * * *.” Did you take that up with the conferences that 
signed the contract and representatives of the American-flag vessels? 
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Mr. Knieur. | told the steamship line that I had the stuff originally 
booked with the reason for the cancellation. 

The CHairMAN. What steamship line is that ? 

Mr. Knieur. I cannot recall. 

The CuarrMan. Can you get that and furnish it for the record ¢ 

Mr. Knicut. Yes; I can get that. 

The CHarrmMan. You have copies of your correspondence that you 
wrote the conference ? 

Mr. Knieurt. Yes. 

The CuarrMan. Send us a copy of that. 

Mr. Knicur. Not the conference. 

The Cuairman. To your steamship lines. 

Mr. Knicut. Yes. 

The CuarrMan. Will you send us that / 

Mr. Knieurt. All right, sir. 

The Cuarrman. In the other case, did you write them about this 
situation ¢ 

Mr. Knicut. Which case was that, sir? 

The Cuatrman. The f.o.b. west coast shipment. 

Mr. Knicut. We sent them a couple of wires and told them they 
were f.o.b. sales and we had no control over the routing, and they 
came back and said it did not make any difference. 

The Cuarrman. They have assessed damages against you 4 

Mr. Knicur. They assessed us and never pressed it any further, 
and I am sure they will not now because 4 years have gone by. 

The CuarrmMan. You can send us copies of the correspondence 
with the steamship lines in that case, can you ? 

Mr. Knicur. Yes, sir; I will send you all my records on it. 

The CuarrMan. That is what we want. 

Mr. Cowen. On that Pacific Conference, are you still a member 
of that conference ? 

Mr. Knicut. Oh, yes. 

Mr. Cowen. Youstill receive the lower rate? 

Mr. Knicurt. Yes, sir. They did not cancel our agreement and we 
have continued our arrangement with them where everything that we 
ship goes on the conference lines as advertised ? 

The Cuatrman. Mr. Garmatz. 

Mr. Garmatz. On page 2, you say : 

This is highly erroneous because in the past several years we have ex- 
perienced the situations wherein the conferences will publish rates in this 
country and adhere strictly to them, but still the foreign offices of the same 
steamship lines will offer European customers cheaper rates than those which 
are available to U.S. shippers, thus rendering absolutely groundless and com- 
pletely without fact the statement that this same rate applies to all when a 
conference vessel is used. 

You mean that that rate is given cheaper on the same direction 
trafficwise, east to west or west to east ? 

Mr. Knicur. Mr, Garmatz, we have been discussing that with 
counsel and the chairman on these three specific instances when cus- 
tomers from other countries, our customers, could get. bookings on 
vessels at a cheaper rate than we are able to do it. 

Mr. Garmatz. Was that in the same direction ? 

Mr. Knicur. In other words, I am referring to that on page 2. 
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The Cuarrman. That is the instance on which I have asked you 
to furnish the records. 

Mr. Knicurt. Yes. 

Mr. Garmatz. On page 6, you talk about losing your business to 
the foreign countries and you blame it all on freight rates. Do the 
freight rates make that much difference or are there other factors 
that enter? Are other countries producing some of these products? 

Mr. Knicurt. Freight rates play a very important part in this 
because, you see, I feel and the farmers feel that with our automation, 
with our unlimted land and water resources, fertilizer and so forth, 
we can produce this crop as cheap as anyone in the world can produce 
it. But when we were faced with this thing from Australia where 
they could take this commodity from Australia and ship it to Hamburg 
and Rotterdam 50 cents a hundred cheaper than we could ship it from 
New York to Rotterdam, then, Mr. Garmatz, there is something wrong, 
and certainly we lost a year’s business exactly because of that. 

Mr. Garmatz. How does the cost of the particular product vary ? 

Mr. Knigut. We have handled that particular commodity raised in 
North and South Dakota and northern Minnesota for 10 years, and 
the price of the commodity has not varied 15 cents a hundred in 10 
years, to my recollection. 

Mr. Garmatz. You say: “I do not believe that any U.S. ratemaking 
body should make rates for steamship lines.” 

What do you mean by “any U.S. ratemaking body” ¢ 

Mr. Knicut. Such as the Interstate Commerce Commission that pre- 
scribes rates for trucking and railroads. I do not believe that anyone 
should prescribe rates for steamship companies. 

Mr. Garmatz. Do they do that now ? 

Mr. Knicut. Not for steamship lines. As far as I know—in other 
words, any steamship line or conference can establish a rate on a 30-day 
notice, as I understand. 

Mr. Garmatz. That is not U.S. Government controlled, then, is it ? 

Mr. Knicut. No. 

The Cuarrman. What was this commodity that you spoke of that 
comes from North and South Dakota ? 

Mr. Knieut. That is millet. 

The Cuarrman. Mr. Glenn. 

Mr. GLENN. Sir, you say in the second paragraph on page 4, that 
you are fearful that if the dual rate system continues that independ- 
ent vessels would be out of business; is that correct ? 

Mr. Knicur. Well, that, of course, is conjecture on my part, Mr. 
Glenn. I cannot state absolutely. However, I am sure that in your 
experience through the years and mine that when somebody gets a 
monopoly on something, then we are absolutely at the mercy of that 
monopoly, and we must have free enterprise in the country in order 
to succeed, and, when we get one organiaztion that can tie down all 
the shippers in the United States so that you have to ship on a con- 
ference vessel, then we have a monopoly and when you have a monopoly 
it is an unhealthy situation and it could conceivably happen if this 
dual rating system is set up and every shipper of any consequence is 
forced to join a conference in order to get their so-called 10 percent 
reduction or volume reduction, whatever you want to call it, then 
certainly the independent operators are not long in business. They 
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are going to have to go out of business and then there is no longer 
any competition. 

Mr. Gienn. This situation which exists presently of the conferences 
and independents working along at the same time has been in existence 
for a good many years and no one has been pushed out of existence 
yet. If that situation continues, do you not think that the independ- 
ents will still be able to get their share of the trade? 

Mr. Knieur. Mr. Glenn, let me put it this way. Nobody so far has 
been pushed out of the business. Howev er, the conferences have forced 
each year more and more independent operators to join the conference 
or go out of business. 

Mr. Guenn. We have had independents in the steamship business 
right along, have we not ? 

Mr. Knicut. Yes, but each year their number becomes smaller and 
smaller and smaller. 

Mr. Gitenn. You cannot quite say it is a monopoly as long as you 
have a certain amount of independents. 

Mr. Knicut. My argument, Mr. Glenn, and this is a discussion, 
please, believe me, is that this is my belief and as I heard the honor- 
able chairman this morning say they are looking for the attitude 
of the American shippers on the problem in hand and it is a big 
problem; but my attitude is that each year more and more inde- 
pendent operators are being forced to join the conferences because 
otherwise they cannot get trade. They have to join the conferences 
to meet their competitors. 

We have many competitors. There are very few independent oper- 
ators or so-called nonconference operators left that are operating out 
of U.S. ports and the time is coming when there will not be any. 

Mr. Gienn. In that same paragraph, the last sentence, you say: 

At the present time the 10 percent differential between contract and non- 
contract signers then could easily be increased to 20 percent or 30 percent as 
this has already been indicated by Mr. Donald F. Wierda of the United States 
Lines Co. 

Where do you get that indication ? 

Mr. Knieut. I have it here, sir. I am reading from a statement 
that was made as legislative recommendations by Mr. Donald F. 
Wierda, general freight traffic manager, United States Lines Co.: 

I suggest, therefore, that any tying device which is authorized should be 
sufficiently flexible to satisfy the diverse requirements and meet the realities 
of each individual trade. It should also include some method of plugging 
up the f.0.b./f.a.s. loophole. 

I also believe that the 10 percent spread authorized by the Federal Maritime 
Board is not a sufficient attraction to accomplish its objectives, and that a 
greater spread should be permitted by Congress. 

Mr. Gienn. Did it say anything about 20 to 30 percent? 

Mr. Knicur. It could easily go to 30 percent because he said, “It 
is not sufficient attraction to accomplish its objectives, and that a 
greater spread should be permitted.” 

In other words, he wants a greater spread, Lord knows how much. 

Mr. GLENN. Where was that statement made? 

Mr. Kwicut. There are also statements by Mr. Cocke as legislative 
recommendations. 

The Cuatrman. It is on Isbrandtsen’s stationery and we know it is 
allright. They furnished the witness the evidence here. 
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Mr. GLENN. May I ask what you are reading from ? 

Mr. Knicut. I am re*ding from a statement issued by Isbrandtsen 
Co. in New York, dated May 4, 1959. 

Mr. GLENN. That is all, Mr. Chairman. 

Mr. Knicur. You see, gentlemen, I have followed the progression 
on this matter for the last 3 years any time I get any information, not 
expecting of course that it 1s going to become part of testimony but 
for my own information as to what developments are being made; and 
that is where this came from. 

Mr. Guienn. I wanted to get this into the record. 

Mr. Knieut. Thatis right. He did not tell it to me. 

The Cuarrman. Mr. Downing. 

Mr. Downrna. Mr. Knight, did you hear the testimony of Mr. 
Corneli this morning ? 

Mr. Knicut. No. I am sorry, Mr. Downing. I walked into the 
committee room about 11:30 and left about a quarter of 12 so that I 
heard very little testimony given in this hearing today. 

Mr. Downtna. Do you know Mr. Corneli ? 

Mr. Knicur. Yes, [ know him. 

Mr. Down1na. His statements were contrary to yours. He was 
highly pleased with the conference system and, as I recall, begged us 
to retain it. 

You, in asimilar position, are opposed to it. 

I am wondering if that is not because you have had some bad ex- 
periences from time to time with the conference system. 

Mr. Knicur. Mr. Downing, that is not impossible. Of course, in 
this great land of ours we are free to speak and have our own opinions 
and freely express them. 

Mr. Downina. Weare happy that you come up with these examples. 

Mr. Knicut. That is what I am doing here. I do not know how 
anyone else in the United States feels about the dual rating system and 
the conferences. As I stated here, I have no objection to the con- 
ferences. I think they have done an excellent job and I think they 
should be continued but I do not believe that the dual rating system as 
such is fair, and, secondly, there must be some way and I plead again 
with this committee to eliminate the actions taken by the conferences 
to, as they say, plug the f.a.s./f.o.b. loophole. 

Mr. Downina. We have been hearing evidence on that, too. The 
f.o.b. problem bothers us. 

Mr. Knicur. This is a very serious thing that I did not put in 
here. We have a customer in Belgium. He has one nonconference 
line that docks right at his warehouse. When he buys something he 
specifies that it must be shipped on a certain steamship line to his 
dock. Otherwise he has to pay lighterage and truckage. 

Because we belong to a conference we insist on f.a.s. conditions and 
he pays his own freight because we cannot violate our conference 
agreement. 

Mr. Downtna. Suppose we were able to clear up the f.o.b./f.a.s. 
problem? Would that make conferences and dual rates more toler- 
able to you? 

Mr. Kniant. Much more tolerable to me; yes, sir. If your com- 
mittee and through the Congress would stop this harassment from 
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f.a.s./f.o.b. shipments it would remove about 90 percent of our prob- 
lems. 

Mr. Downtnc. These examples that you offer certainly are not 
good but I am wondering if it is not an example of an inefficient 
conference and not intended as an indictment for the whole con- 
ference system ? 

Mr. Knicur. Mr. Downing, every one of us in business will do 
anything we can do to get business, believe me. Competition is tough 
and we will do anything we can do to get business. If we have to 
work cheap we will work as cheap as we can to get it. 

I have no quarrel whatsoever with these steamship lines in cutting 
price in order to get the business over one of their competitors, That 
is fine, but I do not think it is right if on the one hand they say, 
“one price to everybody” and turn around and cut their member con- 
ference brother’s throat by reducing the price. It is not right. 

Mr. Downina. If that is true I agree with you. 

Let me take it a step further. Suppose we abolished the dual 
rate, and there was independent competition, free competition. How 
would you know what the freight rate would be in advance? 

Mr. Knicur. Well, these freight rates, every conference line and 
every steamship line are required to file a tariff and it is filed with 
the Federal Maritime Commission. It is public information what 
these rates are. 

Mr. Downtnea. Suppose there was no dual rate or no conference 
system and you had all these ships with each one setting there on 
tariff rates and no stability of rates at all. How would you, as a 
businessman, know how to quote prices ¢ 

Mr. Knicut. It would be somewhat difficult. However, the fact 
is that they issue tariffs and, if it were continued under its present 
basis, all steamship lines file a tariff with the Federal Maritime Com- 
mission. 

Mr. Downtne. They file them but they can change them and they 
would lower them to get business. 

Mr. Knicut. But the present regulations require they do not be 
changed without 30 days’ notice. 

Mr. Downrna. In that case you could not be sure that your com- 
petitor was not getting a lower price than you. 

Mr. Knicur. Wecan never be sure of that. 

Mr. Down1ne. Can you not be more sure of it with the conference 
system ¢ 

Mr. Knicnt. If I can make a deal today with a customer some- 
where around the world that a certain quantity of goods move at a 
c.i.f. price I have a booking contract with a steamship line for 
that price and I do not care what they do 60 days from now. I have 
a firm order, a firm contract with the steamship line and with my 
customer and I do not care what they do with the rate 60 days from 
ae Q ; 

Mr. Downtne. Your main problem is f.o.b./f.a.s. 

Mr. Knitaur. F.o.b/f.a.s. isthe principal problem. 

Mr. Downtne. Thank you, sir. 

The Cuarrman. Mr Casey. 

Mr. Casey. In the conference system in their ratemaking, do they 
not have certain items that they call open rates; in other words, the 
competition within the conference itself is open ? 





! 
| 
| 





y 


a we ee 


STEAMSHIP CONFERENCE STUDY 1153 


Mr. Knicut. Mr. Casey, I do not know because of the fact that our 
commodities are so limited. There are probably 20 commodities 
that we handle in international trade and those items do not appear 
in our tariff so I do not know that answer. 

Mr. Casey. I was wondering if this item where they got a cheaper 
rate in Canada, with the same line, same conditions, was an open 
rate proposition. 

Mr. Knieut. As I understand, it was booked on that one particular 
vessel. It was not a published rate at all. It was never published, 
not was it ever vacated. 

Mr. Casry. You say that you do not believe that any U.S. rate- 
making body should make rates for the steamship lines. Who do you 
think should make the rates ? 

Mr. Knieurt. I think that the steamship lines should make their 
own rates, 

Mr. Casey. Do you think they should make them as a group like 
the conference ? 

Mr. Knicut. As a group such as is done by your inland carriers. 
This is already done now. 

Mr. Casey. That would be a conference which would be making 
the rate then, would it not ? 

Mr. Knigut. No, in our country up there where the Great Northern 
and the Northern Pacific are competing, Northern Pacific does not 
come to me and say, “You give us all your business and we will give 
you 10 percent off but if you give it to the Great Northern you lose 
that. 

Mr. Casey. We will get to the dual rate later, but on fixing the 
rates do you think that each individual line should make the rate? 

Mr. Knicut. They would all be competitive and be the same as 
long as those tariffs are filed with the Maritime Board. 

Mr. Casey. But they do not have to file those tariffs until 30 days 
after they set it. You would not know for 29 days what their tariff is 
going to be 

Mr. Knicut. How about vacation of that same rate. Can they re- 
duce or increase the rate without a 30-day notice ? 

Mr. Casey. Surely, and all they have to do is file it within 30 days 
after they set the rate. They are under no obligation to notify 
anyone. 

Mr. Knicut. Is the conference under any notification ? 

Mr. Casey. With you they are supposed to be. 

Mr. Knicut. They said the changes in rates are subject to existing 
tariffs on file. That 1s the way the agreement reads. 

They can change it as fast as anyone else. 

Mr. Casry. They are supposed to give you notice before they 
change it. Are they not supposed to give you 30 days’ to 60 days’ 
notice before they change it after it is filed ? 

Mr. Kniaur. I cited this one instance where they reduced the rate 
on corn from 90 cents to 70 cents and we had a 24-hour notice. 

Mr. Casry. You do not mind a notice like that on a reduction, I am 
sure. 

Mr. Knicutr. We certainly donot. That was fine with us. 

Mr. Casry. I am sure you did not complain about that short a 
notice on the reduction of a rate. 

Mr. Knicur. No. But I might add we did not use it. 
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Mr. Casry. On page 1, you state that: 


Therefore, we feel that this practice is discriminatory and basically not in 

keeping with the Constitution of the United States, as we feel that for the same 
Services the price should be the same to everyone without any regard what- 
soever as to whether or not various inside agreements have been signed. 
If we are going to see that everybody has to pay the same price for 
the same service somebody has to set the rates. There has to be some 
method for agreeing on setting those rates and right now the confer- 
ence system is the method for having rates the same in a particular 
trade route among a certain group of ‘ship lines, is that correct? You 
do not disagree w vith that point. You are all right up to that point, 
are you not? 7 

Mr. Knicur. I agree with you there. 

Mr. Casey. Then if you get the f.o.b./f.a.s. problem out of the way 
you would be all right up to ‘that point, w rould you not ? 

Mr. eee, _Yes, sir. 

Mr. Casey. Now then, your next complaint is the side agreements, 
the kickback from the foreign end. 

Mr. Knicur. Well, it is not exactly a kickback. It is a differential 
between conference signers and nonconference signers. If we are 
going to have the same price for everyone, then certainly there should 
be no 10 percent differential between conference signers and noncon- 
ference signers, 

Mr. Casey. Then let me get to this point. Do you think, then, that 
the 100 percent patronage requirement in order to get that lower rate 
is too harsh? 

Mr. IKXnicur. I do not think there should be any patronage agree- 
ment whatsoever. I should be free to go to any boat I want and charter 
whatever space I want to and, if the conference lines are not good 
enough salesmen or cannot offer good enough bottoms, and by that 
I mean ships, or good enough service to compete with the independent 
operators, then they should not be protected by anybody. Nobody 
protects me. I have to fight my own battles and they should, too, 
on the basis of their service, their equipment, and their price. 

Mr. Casey. Then if they did not have some tying arrangement 
where they were going to be assured of a certain amount of business 
to maintain this rate level so that ev verybody would get the same rate, 
do you expect them to sit down at a luncheon club and agree on what 
the rates are going to be and the service that you are to get 2 

Mr. Knicut. No; I think if the Federal Maritime Board would 
require, such as the Interstate Commerce Commission requires, a 30-day 
advance notice of any change in rate, then the tariffs will be filed with 
the Federal Maritime Board and a 30 days’ notice for any change 
of rate except where they can show that an emergency exists and it 
should be done then in 10 days. 

Mr. Casry. Are you not going to find the same situation you com- 
plain of, so that, if they are free to set their rate any way they want 
to, you could have the same situation arise that bappened to you in 
Canada? Somebody would go up there and get a line that would 
quote them a lower rate? 

Mr. Knigur. Mr, Casey, I do not think there is any cure for that 
sickness. I think if every vessel operating on the high seas belonged 
to a conference out of a U.S. port that would not stop that a bit. That 
is going to continue. We are just going to have to face that. 
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There is nothing that your committee or the Congress could do 
about it because you have no control over what rates are charged by 
a ship leaving a Canadian or German or Australian port. 

Mr. Casey. I think we would, with reference to the particular case 
you are complaining of, where it belongs to the conference that is 
subject tosome control. We could do something about that. 

Mr. Knicur. It would help. 

Mr. Casey. In this specific instance. 

Mr. Knicut. As I am maintaining, you will notice that my chain 
of thought all the way through is that I think everyone should be 
treated the same. 

Mr. Casey. You could have the same thing happen with a ship 
sailing from New York, and maybe your ship from Philadelphia, if 
you have no agreement as to stability of rates. 

Mr. Knieur. That is what I was getting at, coming back to having 
every steamship line or conference line. As I said before, the con- 
ferences have done much for the shipping industry, but I think they 
should publish tariffs with their rates and the tariffs should be filed 
30 days ahead with any change either up or down. Then everybody 
adheres to those tariffs. 

Mr. Casey. Each individual line could set its own rates but could 
not change its rates without filing them 30 days in advance; is that 
right 

Mr. Kniour. That is right ; 30 days’ advance notice on either increase 
or decrease. That gives you a stabilization. None of us work more 
than 30 days ahead of shipping and it has worked very effectively 
with domestic carriers; most effectively. 

Mr. Casry. You just operate 30 days in advance. You do not have 
any 6 months. 

Mr. Knieut. Generally speaking, our business is operated on 30 
to 45 to 60 days’ bookings. 

Mr. Casey. You are not like the other seed exporter who has to 
know on one particular item 2 years in advance ? 

Mr. Knicut. Mr. Casey, we have contracts now where we are 
importing certain varieties of seed not grown in this country and, of 
course, we bought them on a cost, insurance, and freight basis. Like- 
wise our normal contracts are entered into 30 to 45 to 60 days in ad- 
vance of shipment. This could change. However, with the present 
surplus of bottoms sailing out of U.S. ports and the additional ship- 
building that is going on, I do not anticipate in the immediate future 
any steamship line or any conference making this great change in their 
basic rate system. It could only go one way—and that is, down. 

Mr. Casey. I have no further questions. 

The CuarrMan. Mr. Johnson. 

Mr. Jounson. Mr. Knight, what, dollarwise, is the volume of your 
export business ? 

Mr. Knicur. Pardon me, sir? 

Mr. Jounson. I say, dollarwise, what is the volume of your export 
business ¢ 

Mr. Knicut. We do not segregate our domestic and export business 
for accounting purposes, but I would judge that we do from $114 
to $2 million a year in export. 

Mr. JoHnson. And in percentage—how high is your export business 
percentagewise of your total operation ? 
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Mr. Knicur. About 40 percent. 

Mr. JoHnson. 40 percent? 

Mr. Knienr. Yes, sir. 

Mr. Jounson. And you have no appreciable competition in the 
United States from your foreign seedgrowers, have you ¢ 

Mr. Knicur. To the contrary. 

Mr. JoHnson. Really? 

Mr. Knicut. Oh, yes. For instance, white clover, millet are grown 
extensively in Australia, New Zealand, and Argentina. 

Red clover is grown extensively in France. 

Alfalfa is grown extensively in Italy. 

Ryegrass and bluegrass are grown extensively in Ireland and in 
Denmark. 

We have world competition and a lot of it. 

Mr. JoHNnson. Your testimony is predicated on the experience of 
your company operating under a dual rate conference system { 

Mr. Knicur. Yes,sir. That is correct. 

Mr. Jounson. Your operation throughout the time that you have 
been in this business has consistently been under the conference dual 
rate system ? 

Mr. Knicur. Yes, we have belonged to conferences ever since we 
started our international business, 

Mr. JoHNson. When you have a strong indictment against that sys- 
tem, particularly to the tying or dual rate, is it not difficult to state 
what would take place when you have never had the experience under 
a free nonconference system ? 

Mr. Knicur. That is right. I have never had any experience under 
any other system. 

Mr. JoHNson. So that all you have said here is more or less an 
opinion on your part, probably without factually having the expe- 
rience of the two so-called systems ? 

Mr. Kwnicut. Well, for comparison purposes, I have nothing to 
compare my present standard with. In other words, this is my 
opinion as I see it today. 

Mr. Jounson. You have a business that requires stable shipping 
conditions; does it not ? 

Mr. Knieut. Yes, sir. 

Mr. JoHnson. You have to have a schedule that is stable as to 
sailings? 

Mr. Knicut. Yes, generally speaking. I mean we have never had 
any difficulty where there are not sufficient vessels and I do not think 
that time will ever come. 

Mr. Jounson. As to the rate that you are paying now, would you 
consider that that isa realistic rate that you are paying ? 

Mr. Knicut. Compared with what freight payments are made by 
our competing countries around the world, I think our rates are very 
high. 

Mr. Jounson. So that you definitely charge discrimination in favor 
of our foreign shippers? 

Mr. Kniaur. I cannot say it is discrimination. I think it is good 
business. 

Mr. Jounson. Well, if they are getting a lower rate, would you not 
say that that is discrimination against our American shippers ? 
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Mr. Knicut. Yes; it is discrimination, although if you can do it, 
fine. AsI pr eviously testified here, this is the survival of the fittest in 
this great world of ours and, if they can do it, fine. I cannot stop 
them. 

Mr. Jonnson. Do you place any significance in the fact that these 
conference memberships are composed of a majority of foreign 
members ? 

Mr. Knicut. I did not understand your question, Mr. Johnson. I 
am sorry. 

Mr. Jounson. As to the preference given to the foreign shippers 
that you have stated, particularly as to rates, I asked w vhether you 
placed any significance i in the fact that the conference membership for 
the most part is usually made up of a majority of foreign members? 

Mr. Knicut. No; because these special rates are made by the home 
offices or the oversea offices of the steamship lines and these confer- 
ences do not exist in foreign ports, so that whether there was a confer- 
ence or not, this would have no effect whatsoever on that because they 
are not bound and any conference that exists for rate applications out 
of the United States has no control whatsoever over shipments out of 
Rotterdam or Hamburg. 

Mr. Jonnson. I have one last question. I believe the chairman 
asked this morning about whether there is need for our merchant 
marine fleet. Are you in accord with that need ? 

Mr. Knicut. Absolutely. If we have to subsidize—and by “we” 
I mean the American taxpayer has to subsidize—three times the 
amount of present subsidization—I have no idea what the amount is 
although I know the formula—then it is still a wonderful investment 
for the benefit of our country and our ability to ship in foreign com- 
merce. I have no objection to the subsidization. I think we have a 
wonderful U.S. fleet of merchant ships, and whatever it costs us to 
maintain that and build more, I am for, 100 percent. 

Mr. Jounson. When we abolished the dual rate conference system— 
in your opinion, would we be called upon to pay higher subsidies to 
maintain this merchant fleet ? 

Mr. Knicut. I would not be surprised. I think if you did away 
with the dual rate system we would have to pay a higher subsidy 
to our vessels, but I think in the long run it would be cheaper for the 
taxpayer. 

Mr. Jounson. Would you advocate that ? 

Mr. Knient. Yes. I think it would be cheaper because, as it is now, 
we are paying subsidies on our farm products and everything else and 
if our freight rates could come down then what we could pay the 
farmer for his crop would be higher and we would still be better off. 

Mr. Jounson. I have no further questions. 

Mr. Garmatz. Do you belong to any organization such as the cotton 
or lumber people have, a seed association ¢ 

Mr. Kniaiutr. We are members of the American Seed Trade Asso- 
ciation ; yes, sir. 

Mr. Garmatz. Do they ever have any dealings with the conference 
people as an association? Does someone represent their association ? 

Mr. Kwnicur. There is a traffic committee of the American Seed 
Trade Association and up to this time I see a monthly report come out 
and I cannot see that they are very active in transportation circles 
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outside of interceding in the Interstate Commerce Commission on 
transit authority or some such,thing as that. 

Mr. Garmatz. They are not effective, then ? 

Mr. Knicut. To my knowledge, I would say they are not effective in 
international trade. 

Mr. Casey. Mr. Chairman. 

The Cuatrman. Mr. Casey. 

Mr. Casey. Mr. Knight, of course, your theory of each line filing 
its rates and only being able to change it on 30 days’ notice intrigues 
me. I wonder how you are going to enforce this on corn? If you do 
away with the dual rate system and conference system, I think it is 
going to knock your conferences in the head as far as sticking together. 
If each sets his own rates, it would be a trade association. 

How would we enforce that position on the foreign-flag ships? 

Mr. Knieut. Mr. Casey, how are we enforcing it now ? 

Mr. Casey. You have some control over the foreign-flag ships 
because they belong to a conference. 

Mr. Knieut. They are still cutting rates. 

Mr. Casey. You are talking about these one or two instances? 

Mr. Knicut. These are the ones that I know of. How many have 
happened that I do not know about? I do not know what the general 
er is but, as I said before, if your present system is enforci- 

e 

Mr. Casey. It would not be enforcible unless you made the com- 
plaint. Did you ever make a complaint to someone who had authority 
to do something about it ? 

Mr. Knient. What canIdo? I can come to you gentlemen and say 
“T need help” and that is what I am doing here today. 

Mr. Casey. You have a Maritime Board which has the authority to 
discipline that conference to the extent of disbanding it. 

Mr. Knicut. The Maritme Board ruled that this system was legally 
proper. 

Mr. Casey. As to the cutting of rates which is what you were talk- 
ing about, you say you still have them cutting rates. I am saying if 
you go to each line setting its own rates, you are going to disband the 
conference. In other words, there is no need for them to belong to 
a conference and we cannot force foreign-flag ships to file these rates 
and give 30 days’ notice. I am following your idea because I thought 
it had some very good possibilities, and I am wondering if you had 
any idea how we could enforce it. 

Mr. Knicut. Mr. Casey, unfortunately, as I stated when I began, 
I am not an expert on international traffic matters. I wish to apolo- 
gize for not knowing more about the operation of the Federal Mari- 
time Board. 

Mr. Casry. Oh, you do not have to apologize. I learn something 
every minute around here myself. 

Mr. Kniant. I have learned alot today. However, as I said before, 
I think the conferences are fine. Everybody should agree to the same 
thing, and I think that as to the few independent operators, it would 
be wise for them to join the conference. 

Mr. Casey. I just wanted to point out to you one very big weakness 
in yourtheory. At first I thought your theory was very good, but then 
I thought, if we were to consider your theory, how would we force this 














nh 


4 


ae or Ve 


we 


— 


— SS 


Hi scans Rite, AR 


=. Se 


STEAMSHIP CONFERENCE STUDY 1159 


foreign-flag ship to give notice of 30 days as to rates or even file their 
rates because the only power we have now to enforce that is because 
they belong to the conference. If we weaken the conference so that 
there is no need to belong to one, you will have a situation where you 
do not know what rate those foreign-flag lines are going to quote and 
when they will change them. 

Do you see what I am talking about ? 

Mr. Knieur. This is an awful thing to say, but I am glad it is your 
decision, not mine, as to how you were going about it. 

Mr. Casey. I did not want you to leave without considering that 
weakness of your theory. 

Mr. Knieur. To the contrary, you gentlemen have a terrific prob- 
lem before you and, as I have frequently said about the Congress and 
the Cabinet, Iam glad you have to make the decisions, not me. 

The CuarrMan. Your observation is good because this is only one 
facet in this industry of our American merchant marine. We have to 
see if we can keep them healthy so that they can rebuild ships, build 
new ships to take the place of old ones, and unless they make some 
money they cannot pay their proportionate part of the new con- 
struction. 

Mr. Knicut. Mr. Chairman, that is correct. However, I believe 
that shipbuilding is going on at an astounding pace. Somebody must 
be making money in the shipbuilding industry on a worldwide basis. 

The CHatrmMAn. Have you been around any shipyards lately ? 

Mr. Knicut. Not U.S. vessels, but I understand the foreign yards 
are putting out ships. 

The Cuarrman. Most of our ships are 16 years old. Under our 
Merchant Marine Act, they must be replaced at the 20th year and they 
have only a short time to go. Most all the independents are now com- 
ing in wanting construction subsidy and operating subsidy. 

You interested me a minute ago when you said you thought the 
independents ought to come in in this conference. 

Mr. Knienr. I think so. 

The Cuarrman. You know we had the experience of this rate war 
with fighting ships and all that kind of thing. It ran our fleet prac- 
tically off the ocean. What we are doing is trying to find some way 
to stabilize the industry. 

I have been interested in your testimony. You are an able witness, 
but this is just only one part of it. We, by legislation, authorize a 
couple of nice new ships. The companies say that they are not able 
to pay their part of the construction. The Federal Government, the 
budget did not appropriate the Government’s part, so that we are at a 
stalemate on both sides. Yet we paid for the use of the British ships, 
the Queens, about as much as the ships would have cost us if we had 
built them. 

We have all of these problems to solve. 

Mr. Knienr. Those are the complexities of government where we 
are attempting to maintain a democracy and still maintain a certain 
amount of control over things. 

The Cuatrman. You have made a good witness. I appreciate 
your coming. 

I hope you will file this material. That will help us in looking into 
these conferences and saying, “Now, listen. What are you doing? 
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You say you are doing one thing and you are not doing it.” That is 
the reason I want to substantiate it by your facts. 

Thank you very much. 

Mr. Knicur. Thank you very much for letting me come before you, 
gentlemen. 

The Cuamrman. Thank you for coming. 


STATEMENT OF LEE ARTOE, PRESIDENT, AN-LEE, INC., 
CHICAGO, ILL. 


Mr. Artor. I do not have a prepared copy. I would like to tell 
you of our experiences. 

The CuarrMan. You may proceed. 

Mr. Artor. My name is Lee Artoe. Iam president of An-Lee, Inc., 
which has occasion to import are lighting carbons from Italy. 

I would like to give you my experience as an importer dealing with 
the conferences. 

The Cuarrman. Have you signed a conference contract ? 

Mr. Artor. No;I havenot. Ihave only experience through 2 years 
of importing. I have not signed a conference contract. I am con- 
templating doing so if I can find a conference that will give me equity. 

I wish to state one case. 

I import through the Great Lakes 7 months of the year. The 
conference used is the MUSAGLWF—Middle United States and 
Great Lakes Western Freight. Under my commodity, which is arc 
lighting carbon rods, I am paying a rate of $50 a thousand kilo from 
Genoa to Chicago. 

Four months of the year I am forced to import from Genoa to 
New York and overland due to the closing of the Great Lakes, and I 
import under WINAC—West Italy North American Conference. 
Their rate is based quite differently on volume and I pay a rate com- 
parable to $145 per thousand kilo which, as you see, is three times the 
rate. 

We have petitioned WINAC for a change in rates, change in sched- 
ule. I import from a company in Italy called the Electrocarbonium 
which exports to the rest of the world these are lighting carbons, and 
they inform me that they will not take my case up to WINAC because 
of a severe mauling that they received before in importing from Italy 
to South America using nonconference carriers where they were pe- 
nalized for a period of 1 year an extra 35 percent for using nonconfer- 
ence carriers when they had to go to use the regular conference 
carriers. 

Now, not having heard previous testimony here and, as I say, I 
wish to apologize for not following this closer, I wanted to give you 
my view as a single importer. 

I have occasion to be importing a quarter of a million dollars’ worth 
this year. I plan to double my business for the next 4 years. I could 
per my business this year if I had the money to put into it. 

here are five carbon companies in the world making this particular 
type of are lighting carbon. It is a carbon used to produce the in- 
tense light used in the movie industry. 

_ Here in America there is a volume done of approximately $20 mil- 
lion worth of business a year strictly completely monopolized by 
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Union Carbon Carbide Co., which has since changed its name to Union 
Carbon Co. 

There are four other manufacturers in the world; namely, one in 
Germany, one in France, one in Italy, and one in Japan that have 
entered this market. 

It seems to me that if we allow these conferences to set their rates 
as such they are going to put us importers out of business which does 
a serious harm to the movie industry here in this country, whereas 
they will be paying a controlled price, there being only one manufac- 
turer in this country. 

Coming back to the WINAC Conference, the last ship used in the 
February shipment was the Kosta Line from Italy and when I in- 
quired as to rates from other nonconference members, I found that 
predominantly everyone shipping from the west coast to Italy be- 
longs to the WINAC and most of these lines are only WINAC mem- 
bers westbound. 

Going to Italy I believe they are other conference members. 

The CHarrMan. Mr. Glenn. 

Mr. Guenn. I have no questions. 

The CHairman. Mr. Downing. 

Mr. Downrna. I have one question, sir. 

You say the rate from Italy to New York was about $145 a thou- 
sand pounds. What was the nonconference rate from Italy to New 
York? 

Mr. Arror. $39.50. 

Mr. Down1na. Are you sure of that figure? 

Mr. Arror. That is what I paid the previous year, $39.50 a thou- 
sand kilo. I would like to offer here the bill of lading on the Costa 
Line, Maria Kosta, Genoa to New York. It bears no date but for 
4,466 kilos, I paid a tariff of $793.95 in February WINAC Confer- 
ence. Shipping the 26th of March via the MUSAGLWF Conference, 
I paid for 4,838 kilos, $292. 

Mr. Downina. The last one you read is to the Chicago area? 

Mr. Arror. Genoa to Chicago, $292; Genoa to New York, $793.95; 
and we are contemplating at the moment during the closed Great 
Lakes season of the coming year, which will be November 1959 
through 1960, of shipping Genoa to San Francisco and we have in- 
quired of the conference there and they have given us a rate of $43 a 
thousand kilo. 

Mr. Downine. You say you have not filed any objections with the 
conference from Italy ? 

Mr. Artog. No, sir. I inquired of our manufacturers there to file 
an objection whereas they could possibly give us a rate decrease and 
they have informed me of their previous experience of, as I say, being 
mauled by a previous experience. 

Mr. Downtne. I cannot see any harm in filing objections and seeing 
what happens. That is all. 

Thank you, sir. 

The Carman. Mr. Casey. 

Mr. Casry. I have no questions. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. I believe you stated that Union Carbon Co. of Amer- 
ica was your competitor locally ? 
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Mr. Artor. Once again. 

Mr. Jounson. You stated that Union Carbon Co. is the manufac- 
turing company in America that is your competitor; is that correct? 

Mr. Arror. Union Carbon Co. is the sole manufacturer of these 
carbons in America. 

Mr. Jounson. And they export? 

Mr. Arroe. I believe they do, sir. 

Mr. Jounson. To Italy ¢ 

Mr. Arrog. No. 

Mr. Jounson. Do we have any American company that would 
know what the scheduled rates from New York to Genoa on this same 
product would be ? 

Mr. Arror. I do not know. In fact, I am sure there is no other 
company that exports. 

Mr. Jounson. So that in your testimony you are not in position to 
say that there is any discrimination, then ? 

Mr. Arror. There is no discrimination eastbound, I presume. Of 
course, my point in my testimony is the discrimination between the 
two lines, saying that the WINAC Conference here seems to have a 
sole monopoly. There is no free competition from west coast of Italy 
to North Atlantic coast where I have given you information that the 
competing line which goes several thousand miles or a couple of thou- 
sand miles farther has a rate approximately 35 percent of the other 
rate and that further searching will bear out that some of these 
WINAC members are not members both ways. They were forced 
to join this conference. 

Mr. Jounson. Is there only one conference operating out of Genoa 
for New York? 

Mr. Arror. That I cannot say. Our shippers there, our manufac- 
turers only ship the WINAC Conference. Whether they have signed 
contracts or not, I do not know. I know they will not do anything 
for me there and I have not taken the trouble to inquire further. 

Mr. Jounson. Thank you. 

The Cuarmman. Thank you, sir. 

We will let the counsel make a statement about the last witness’ 
testimony. 

Mr. Cowen. In regard to your testimony, Mr. Artoe, this committee 
certainly or no one in the Government, to our knowledge, has any con- 
trol over those two conferences since they are domiciled outside the 
continental limits of the United States. It is an example, I should 
think, of conferences over which no control seemingly is exerted. 

Mr. Artor. I am sorry I did not bring that out in favor of the 
subsidization of the maritime for free competition. 

The Cuairman. You may proceed, Mr. Tolpo. 


STATEMENT OF GEORGE D. TOLPO, OWNER AND MANAGER, KENYON 
EXPORT CORP., CHICAGO, ILL. 


Mr. Totro. My name is George D. Tolpo. I am joint owner and 
manager of Kenyon Export Corp., located at 120 South La Salle 
Street, Chicago, Ill. My firm is classed as a combination export 
manager. We handle the export sales of a group of manufacturers 
in the Midwest area. We are paid a commission on export sales for 
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the services werender. In some instances we act as export merchants, 
purchasing goods from manufacturers and selling them to foreign 
buyers for our own account. In this activity we are dependent en- 
tirely on exports for our livelihood. We have a small organization, 
and we would be considered a small business. 

Most of the lines we handle are consumer goods which are sold in 
retail stores. Therefore it is vitally important for us to pay close 
attention to every factor that contributes to the laid-down cost in 
the markets where our customers are located. Invariably the most 
significant cost aside from that of the merchandise itself is the cost of 
transportation. There have been cases where the ocean freight and 
forwarding charges applying to shipments of one of our lines, came 
to as much as cost of the goods themselves. For this reason we find 
it necessary to pay close : attention to ocean freight rates. 

In order to realize the best advantage prevailing at a given time, 
we must have complete freedom of choice in the selection of a vessel 
on which to load our shipments. That freedom of choice does not 
exist when a contract has been signed with a steamship conference that 
has a dual-rate system in effect. “We would be denied the opportunity 
to ship at a lower rate, we might be restricted in meeting a letter 
of credit expiration date and we » might be forced to use a carrier that 
would be unacceptable to our customer. Therefore we are reluctant 
to sign agreements involving exclusive patronage with steamship 
conferences, 

We are not opposed to steamship lines organizing a conference 
whose purpose is to exchange ideas, standar dize on services and deter- 
mine rates. There are any “number of associations in existence in the 
United States, and they perform a valuable function. It is worth 
mentioning, though, that attention has been unfavorably focused re- 
cently on some of those associations in industries who are suspected 
of fixing or administering prices. 

We are opposed to the dual-rate system because of its restraining 
aspects on free trade. 

We feel that there is a justification for independent operators and 
that shippers should not be penalized because they use their services. 
Neither should they be discouraged from patronizing the independent 
operator. Any tactic that discourages business with an independent 
impresses us as unfair competition that should be subjected to anti- 
trust investigation. 

Under the free enterprise concept, economic forces cause the mar- 
ginal producer to withdraw from the market. We see no reason why 
the ocean shipping industry should be exemp/, from these economic 
forces and substitute artificial controls in their place. With an in- 
dependent in the picture we feel that prices tend to reach a realistic 
and fair level and that the resulting competition brings about better 
service and improved operating techniques. With the absence of 
competition, rates tend to remain higher and stagnation frequently 
sets in. 

There are instances where U.S. carriers are the minority group in 
the conferences to which they belong. In those cases it is open to 
question as to whether the interests “of the U.S. shippers are being 
properly safeguarded. A situation could exist whereby all U.S. mem- 
bers might withdraw from a particular conference and signatories 
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to these conference contracts would be entirely subject to the deci- 
sions of foreign carriers. One could raise the question of sovereignty 
at this point. 

In recent months it has been suggested by proponents of the dual 
rate system that future agreements include f.o.b. and f.a.s. transac- 
tions as well as c.i.f. transactions. We are opposed to any such action. 
Where the title to the merchandise has already passed to the buyer we 
consider it presumptuous for any conference to attempt to dictate how 
the customer’s shipments should be routed. The routing instructions 
from the customer should be followed freely without any resulting 
interference or penalty from a conference. 

The dominant role of the United States in world trade has been 
diminishing considerably. Our success in the future will depend on 
how well we can improve production techniques and cut down or at 
least hold down costs, including transportation charges. United co- 
operation is necessary to bring about this objective. In our opinion, 
the existence of the independent ocean freight carrier will contribute 
to equitable freight rates whereas the perpetuation of the dual rate 
system will have a restraining and objectionable effect. 

The Cuatrman. Mr. Downing. 

Mr. Downrne. I have no questions. 

The Cuarrman. Mr. Glenn. 

Mr. Guenn. I see where you act as agent in most instances but you 
act in other capacities as well. 

Mr. Torro. That is correct, sir. 

Mr. GLENN. Do you also act asa foreign freight forwarder ? 

Mr. Torro. No, sir. 

Mr. Guenn. Are you objecting to the conference system in itself 
or just to the dual rate factor ? 

Mr. Touro. To the dual rate, sir, and the proposal or the sugges- 
tion that perhaps those agreements encompass f.o.b. and f.a.s. trans- 
actions. As I pointed out, I have no objection to an association. I 
think that a lot of good can be realized from an association in inter- 
change of ideas. Any number of industries here in the United 
States have such associations that perform a good function, and I 
might say that there are some conferences that do not have dual rates. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuarrman. Mr. Casey. 

Mr. Casey. I see you state here that you are reluctant to sign agree- 
ments. Have you signed any conference agreements? 

Mr. Torro. Not in my capacity. I would point out that I pur- 
chased this business last October and in that period I have not signed 
any conference agreements. 

Mr. Casry. Have you signed any in any capacity ? 

Mr. Torro. In a different capacity when I was a member and em- 
ployee of a corporation, yes. 

Mr. Casey. As an officer of the corporation ? 

Mr. Torro. Yes, or a person authorized to sign such agreements; 
yes. 

Mr. Casry. You just purchased this business last October. Are 
you basing this on your experience just since October as an owner of 
this business? 
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Mr. Toxro. No, I would base it also on about 10 previous years’ 
experience as a member of a manufacturer’s organization here in 
Chicago. 

Mr. Casey. What position did you hold? 

Mr. Toxro. Assistant export manager. 

Mr. Casey. If just for the sake of discussion we assume that the 
statement that the advocates of the dual rate and conference system 
make that they must have a tie-in arrangement in order for them 
to have a successful conference is true, do you think that it would 
make it more tolerable and would encourage lines to have less than the 
100 percent patronage requirement? In other words, instead of sign- 
ing up that you would have to give all of your business to them you 
wie only sign up for 30 percent. You would have to give them at 
least 30 percent. That would not mean that you could not give more. 

Mr. Touro. I think a good approach would be on a volume basis. 
For example, there are any number of industries where the price of a 
commodity will vary according to the amount purchased. Now, it 
might be the amount purchased at a particular time or it might be 
the amount purchased over a period of time, and perhaps a realistic 
approach would be, if an agreement must be signed, to sign an agree- 
ment that if X number of tons are shipped in so many months a re- 
duction in rates would be put into effect. If there is going to bea 
difference of rates, I think it should be based on volume and not on 
exclusive patronage. 

The Cnatrman. That is the old rebate system that was outlawed in 
1916. You do not want to go back that far, do you? 

Mr. Totro. No. I do not subscribe to this dual rate system. 

The Cuatrman. Excuse me, Mr. Casey. 

Mr. Casry. That is all right. 

Just upon the basis of what the chairman said, the big volume 
shipper would eat up his smaller competition because he soon would 
get lower rates, would he not ? 

Mr. Torro. Of course, you ship a carload now or you ship 100 
pounds and you get a different rate on the railroad. 

Mr. Casey. Do you think that there should be any governmental 
regulation of the rates? 

Mr. Torro. If there are extra privileges granted the same as there 
are to public utilities, then I think there should be regulation. 

Mr. Casey. If I follow you correctly; your main concern is that 
they might get to the point where they control all the shipping in 
conferences and the rates would be sky high ? 

Mr. Touro. Yes, sir. 

Mr. Casey. You are more concerned with a realistic, reasonable 
competitive freight rate ? 

Mr. Torro. So that I can continue to, for example, sell lampshades 
to Jamaica and not have the freight cost from my U.S. port of exit to 
Jamaica rule me out of that market. 

Mr. Casey. And in principle what you want to see is enough inde- 
pendent competition so that, if there is a conference system, you want 
enough encouragement for independent competition so that there 
will be a counterbalance on this rate proposition ? 

Mr. Touro. Yes, sir. 
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Mr. Casey. If there is not going to be any independent competition 
you want some policing to see that those rates do not get out of hand, 
is that right ? 

Mr. Totro. Yes, sir. 

Mr. Casry. Thank you. 

The Cuatrman. Mr. Johnson. 

Mr. JoHnson. You make a firm statement in your closing paragraph 
that “The dominant role of the United States in world trade has 
been diminishing considerably.” Would you explain what you mean 
by that ? 

Mr. Totro. Yes. Of course if it is wished, I can submit an article 
from the New York Journal of Commerce and put that in the record. 

Mr. Jonnson. Let me ask you, do you consider both the imports 
and exports in that statement ? 

Mr. Torro. I am talking more of exporting. It is true that the im- 
ports are definitely on the increase and your exports, physical exports 
of commodties are on the downgrade. 

Mr. Jounson. I asked because I believe it was stated in the World 
Commerce yesterday that the imports were considered to be up about 
$2 billion to $3 billion but that the exports were holding their own 
and not diminishing. 

Mr. Totro. Well, it depends upon what you mean by holding your 
own. Are you comparing last month with this month or this year 
with last year ? 

Mr. Jounson. It is on a yearly basis. I have no further questions. 

The CuarrMan. Thank you very much. 

Mr. Kovacs? Do you have a statement? 


STATEMENT OF FRANKLIN H. KOVACS, VICE PRESIDENT, 
VITAMINS, INC., CHICAGO, ILL. 


Mr. Kovacs. I am sorry. I do not have a prepared statement. 

The Cuamman. I might say for the benefit of you and the audi- 
ence that some of the committee, myself included, must leave. 

Can you remain until tomorrow ? 

Mr. Kovacs. I will be here but it would have to be early afternoon. 
I understand you recess from 12 to 2. Is that correct? What I have 
to say would be very brief. 

The Carman. You may proceed. 

What is your industry and will you give your full name ? 

Mr. Kovacs. My full name is Fr: anklin H. Kovaes, Iam vice presi- 
dent and assistant to the president and have been related to traffic 
for this company. Our main business is buying raw materials, that 
is, fish liver oils from all over the world and processing them for use 
in poultry. That is the animal food and the pharmaceutical field. 

As far as our interest is concerned we want to position where we 
do not want to have any advantage or disadvantage over our compe- 
tition as far as freight rates are concerned. That is both inbound 
and outbound. 

In addition to importing fish liver oils or fish oils primarily from 
Japan, we also export grain flour. 

To cite you a particular illustration, we have an operation in 
Michigan City, Ind. We make shipments periodically to Manchester, 
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England. The freight rate, that is the overall rate whether it be 
combination water-rail or truck, using the port of New York costs 
twice as much as using the port of Chicago which is only open for 
about 7 months out of the year. 

As I recall it is $2.66 per hundredweight using the port of New 
York. That is these are truckload or carload rates from Michigan 
City, Ind., to New York, and using U Ss. liners out of New York to 
Manchester. That rate is $2.66. 

Out of the port of Chie: ago using truck from Michigan City to 
(Chicago and then the Mane chester liners to Manchester, the rate is ap- 
proximately one-half. I think what is going to happen is that the 
eastern rail carriers are going to have to ‘reduce their rates. ‘There is 
some conversation that they are going to but some of these systems are 
archaic and it may take a while before they finally materialize. 

As far as the inbound, our experience based on about 30 years in 
the vitamin business, has been that we are strategically located here 
in Chicago. We can bring in materials through “the west coast and 
prior to the removal of the excise tax or t ‘ansportation tax we could 
move the cars on Canadian rails up to South Dakota or North Dakota 
and then bring them into Chicago. 

We could bring them by Isbrandtsen from Yokohama to New 
Orleans, and by w vater to C hicago; bring them to San Francisco and 
bring them by rail or bring them to New York and by rail to Chi- 
cago. It does not make any difference which way they come. Time 
isnot a factor. 

Our business is a year round business and we have had merchandise 
that has traveled around the world from Yokohama eastbound and 
also around the world from Yokohama westbound. 

I think there should be some sort of an equitable system on these 
rates. It is very hodgepodge now. Conference or nonconference, I 
think this thing has gotten so bad with some of these conferences, 
and I am not saying the nonconferences have clean hands either, I 
think they have even set up their own watchdogs among themselves. 
As far as shipments on export we do export to the Orient. We have 
a peculiar situation. We sell several ways. It may be c.i.f. Yoko- 
hama. It may be f.a.s. west coast. It may be f.a.s. east coast. It 
is a notorious practice and I think these gentlemen behind me can 
vouch for the fact that Japanese buyers especially on imports from 
the United States usually state one p: articular boat. They have some 
reason in their minds as to why they do that. 

We have found—and I will cite you a particular instance and I 
am not afraid to name any names—that we now have a shipment 
that is going to go on the States Marine’s Astoria Maru out of Long 
Beach. The expected sailing date was the 22d of this month. As of 
right now the boat still has not sailed. 

I think if we would have used another conference line, that is of 
the same conference line, and put it on a passenger boat, the thing 
would have been half way to Yokohama by now, but there is a reason 
why some of these Japanese, and it is not restricted to Japanese 
buyers, name particular boats, whether it is kickbacks or rebates. 

We have been in the position where we have imported fish liver 
oil from Japan and the Customs is well aware and the Treasury De- 
partment are well aware that in the period from 1954, I believe, or 
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earlier, the Japs would export fish liver oil consigned to us but with 
the statement on the bill of lading, “Destined for Mexico,” but in some 
way the merchandise was diverted so that in their barter and ex- 
change system they swapped in one manner or another Mexican cot- 
ton, and I mean on the basis of paper, if you follow me, and finally 
the merchandise got to our warehouse. 

We were not aware of all the details but I just point this out to 
illustrate what methods are used and have been used in the past to try 
to get a little bit of the cotton. 

I think the easiest way is on the freight because some people may 
have the idea that, well, the freight does not amount toadarn. The 
freight is a very significant part of the cost, especially on the mate- 
rials that we deal in. 

Fish oils may only have a value of 10 cents a pound or $200 a ton. 

Talking about nonconference rates, the ocean freight today on the 
lowest grade fish oil from Japan that has an economical valve of 10 
cents landed in the United States is about $30 a ton freightwise which 
represents 15 percent of the value. Those rates are 50 percent today 
of what they were in 1951, 1952 or 1953. You would think that 
in this present economic situation freight rates would be higher as 
compared to what they were when the Japs got back into the business 
or when U.S. standards as measured by freight rates or living costs 
were higher 6 or 7 years ago. I think the reason for that is that 
the Japanese have come back into this and have really started to take 
a share out of the shipping business and I think they are going to 
become a more dominant factor in the world shipping. In fact, I 
think they have taken their place back in the sun. 

I said I was going to make this brief. It may sound as if I am 
going all over the place. 

Our position is that we just want the same position as our competi- 
tors. We all know that there are certain kickbacks and throwbacks 
but whether it should be regulated by the Government I do not know. 
That may not be the answer. 

We know what the rates are when we call up the New York Central 
as to a rail rate from Chicago to New York. Whether they are ship- 
ping 100 pounds at the same rate as a carload, I do not know. I am 
not in the freight forwarding business. I think probably the rail 
carriers are going to have to make some concessions in some ways, 
whether it be a rate reduction or what have you, in order to hold 
the portion of their business because with this piggyback service get- 
ting a more prominent position, I think it has helped them in a way 
but it has still taken away a lot of the gravy that they had in the past. 

Let us put the rates on an equitable basis. 

Mr. Thorpe, of the Eastman Kodak Co., testified—and I do not 
know whether it was in New York or Washington. I do not know 
the gentleman but I think he is right when he says that rates are not 
freely available, especially steamship rates, with certain conferences. 
That is a fact that nobody can dispute. You can finally get them 
but you have to do a lot of squeezing to get them out of them. 

I appreciate the time you gave me. 

The CHatrman. How much export business do you do in tonnage? 

Mr. Garmatz. Will you give exporting and importing both? 

Mr. Kovacs. We do not do as much importing as we formerly did. 
At one time we imported on a dollar basis approximately 20 percent 
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of all the vitamin A or fish liver oil produced in Japan. That is as 
reported by the Fish and Wildlife Service or the Customs as to what 
the imports would be. 

Mr. Garmatz. How much is that? 

Mr. Kovacs. Dollarwise that was probably a million dollars a year 
on fish liver oil. 

Mr. Garmatz. How much did you have in export? 

Mr. Kovacs. Our export is probably about 50 percent of that. 

The Cuatrman. Are there any questions? 

Mr. Zincke? 

Mr. Zincke. Mr. Kovacs, you compared through rates from Michi- 
gan City via Chicago and via New York. Are you familiar with the 
ocean freight portion of those rates? 

Mr. Kovacs. Yes, sir. 

Mr. Zincke. Can you give it to us, please? 

Mr. Kovacs. $1.15 a hundred. That is U.S. lines from New York 
to Manchester. There are no tollsin New York. 

Mr. Zincke. $1.15 a hundred ? 

Mr. Kovacs. Right. 

Mr. Zrncxe. What was the rate from Chicago? 

Mr. Kovaos. 85 cents. 

Mr. Zincke. You mentioned a shipment on States Marine’s Astoria 
Maru which was scheduled to depart on the 22d of this month. 

Mr. Kovacs. The contract showed the 22d but the way they and 
all of the rest of the steamship companies word their contracts they 
do not pin themselves down. 

Mr. Zincxe. And it has not departed yet? 

Mr. Kovacs. No, sir. 

Mr. Zincxe. Is it your experience that the conference lines and 
conference steamers are as prompt as that ordinarily? 

Mr. Kovacs. We know with the American President, if we put the 
freight, which is only about $600 worth of freight, on a passenger 
boat 7 times out of 10 that boat will sail within 1 day of schedule. 
We know there are delays whether it be loading gangs or what have 
you. 

Mr. ZinckE. What is your experience with conference freight ves- 
sels with regard to promptness? 

Mr. Kovacs. Conference or nonconference ? 

Mr. Zincke. Conference. 

Mr. Kovacs. By and large, I think they stick pretty well to the 
schedule with a few exceptions. 

Mr. Zincxr. That is all I have, Mr. Chairman. 

The CuarrmMan. The gentleman is an attorney with the House Mer- 
chant Marine and Fisheries Committee. 

Mr. Casry. You were making reference to the fact that the Jap- 
anese always requested some particular ship. Is that States Marine? 

Mr. Kovacs. The Astoria Maru, which is the Japanese flag. Maybe 
they chartered the boat. I do not know if they own it. 

The Cuarrman. Thank you. : 

The committee will recess to reconvene at 9:30 tomorrow morning. 

(Whereupon, at 4:10 p.m., the hearing was recessed until 9:30 a.m., 


Thursday, May 28, 1959.) 
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House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP 
CONFERENCES, OF THE COMMITTEE ON 
MercHant MARINE AND FISHERIES, 
Chicago, Il. 

The subcommittee met at 9:30 a.m., pursuant to recess, in room 600, 
U.S. Courthouse, 219 South Clark Street, Chicago, Ill., Hon. Edward 
A. Garmatz presiding. 

Present : Representatives Garmatz and Casey. 

Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel, 

Mr. Garmatz. The subcommittee will be in order. 

Mr. Cocke? 


STATEMENT OF ALEX C. COCKE, VICE PRESIDENT, LYKES BROS. 
STEAMSHIP CO., INC., NEW ORLEANS, LA. AND CHAIRMAN, 
AMERICAN STEAMSHIP COMMITTEE ON CONFERENCE STUDIES 


Mr. Cocke. Thank you, Mr. Chairman, Mr. Casey, Mr. Cowen, and 
Mr. Zincke. 

As you were advised when you gentlemen were in New Orleans, the 
competition to the Mediterranean area from, the gulf has become quite 
serious. Notwithstanding the contract system since about 2 years age 
competition has increased from two lines to six lines having approxi- 
mately four sailings per year from the gulf to the Mediterranean. The 
competition has taken considerable business due, I think, primarily to 
the uncertainty of the contract system, to propaganda throughout 
Europe that the contract system is illegal, and also the litigation fea- 
tures and f.a.s./f.o.b buying, which has increased considerably. 

In connection with f.a.s/f.o.b. buying, we have attempted to tie up 
or sign up the buyers but, to a great extent, on the two commodities I 
am going to refer to, we have not been very successful. 

There is not a great deal of commercial cargo moving to the Medi- 
terranean, so to speak. If it were not for MSTS cargo and relief 
cargo, I am afraid the American lines would be in a very bad way 
due primarily to this extreme nonconference competition. 

The 6 lines I refer to, with approximately 84 sailings, are all for- 
eign nonconference lines. With only an occasional sailing, say by 
Stevenson, and a few other American operators, the nonconference 
competition is entirely foreign. 

As I say, we were not successful to any great extent in tying up the 
receivers on these two commodities which are carbon black and syn- 
thetic rubber. 


1171 








1172 STEAMSHIP CONFERENCE STUDY 


I was informed the day before yesterday by our New Orleans 
office—and I also contacted some shippers—that apparently a very 
serious rate war is beginning between these two nonconference lines 
Sidarma Line, which is an Italian line, and the French line, Fabre. 
As a result of this cutrate competition I might say between these two 
nonconference lines, we were informed that they were offering a rate 
of 24 cents per cubic foot on carbon black to the Mediterranean. The 
conference rate is 3714 cents. 

Prior to this reduction, it was our understanding that these two 
lines were quoting 10 percent under our rate or approximately 34 
cents. They have now cut that rate to 24 cents. 

On synthetic rubber, the conference rate is $1.30. We understood 
that these two lines and possibly other nonconference lines were quot- 
ing $1.05 or a 10 percent reduction under our rate. They are now 
quoting 80 cents per hundred pounds. 

Those two rates of 24 cents and 80 cents, in our opinion, are 
absolutely noncompensatory even among these nonconference foreign 
lines. 

I had a conversation with an important shipper who contacted 
our New Orleans office to find out what we in the conference were 
going to do. I told him that this came as quite a surprise, a reduc- 
tion of that type, and that we had not had a chance to investigate it. 

I immediately cabled Italy to find out what they could tell us, but 
they advised that the principals of the Sidarma Line were out of the 
country and they could not get any information except that they had 
heard about this drastic reduction. This only means that the con- 
ference, in order to retain this business, will have to go down to a 
pretty low level. It also will undoubtedly extend to other areas such 
as continental Europe and the United Kingdom where these two com- 
modities are used for the manufacture of tires principally. Those tires 
are manufactured in England, France, and Italy, so that with the 
price being cut in Italy it naturally follows that pressure is going to 
be brought to bear to reduce the rate to these countries so that it means 
ny heavy reduction to the United Kingdom, continental Europe and 
the Mediterranean. 

Unless something is done to stop that, I do not know what we can 
do about it. To try to get the shippers to stay in line with such a 
big reduction, I do not think is possible because it is mostly purchased 
on the basif of f.o.b./f.a.s. and we have not been successful in getting 
the receivers to sign with the conference. 

With these two commodities involved, it is bound to spread to other 
commodities. 

I just wanted to point out to you gentlemen what the situation is 
and how serious it may be all down the line. 

Thank you very much. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zincke. What percentage of your carryings to the Mediterran- 
ean consists of carbon black and synthetic rubber ? 

Mr. Cocke. I could not tell you the percentage. 

Mr. ZIncKE. Approximately. 

Mr. Cocke. It is a very, very major portion of the commercial 
cargo going to Italy and other Mediterranean nations. 
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Mr. Zincxe. And what percentage of your carryings are commer- 
cial cargo? 

Mr. Cocke. I would say, leaving out CARE and other relief or- 
ganizations, leaving out MSTS, our carryings of commercial cargo 
including bulk cargo would approximate about 30 percent. 

Mr. ZinckKE. So that this affects a percentage of 30 percent of your 
carryings ? 

Mr. Cocke. That is correct. 

Mr. Zincxe. An unkown percentage of 30 percent. 

Mr. Cocxe. Yes. 

Mr. Zincke. You still will have the 70-percent cargo in any event, 
regardless of the rate war? 

Mr. Cocke. We hope that MSTS and relief cargo continues but 
that is an uncertainty due to world conditions where the military 
might divert cargo from the Mediterranean to other destinations. 
It is not a certainty, by any means. 

Mr. Zrncxe. But a rate war will not affect that 70 percent of your 
cargo? 

Mr. Cocke. It will not affect that. 

Mr. Zrncke. Sidarma and Fabre do not serve the United Kingdom 
and Western Europe, do they ? 

Mr. Cocke. They do not. 

Mr. Zincxe. When you say that the rate war may spread, you 
mean that other lines in other areas would have to become involved 
in order for it to spread ? 

Mr. Cocke. No, sir. I did not say that. I said this: that with a 
commodity like carbon black and synthetic rubber moving to the Medi- 
terranean in the manufacture of tires that rate seriously affects the 
rate to continental Europe and the United Kingdom where they manu- 
facture tires in competition with Fiat and others in the Meuter- 
ranean. 

Mr. Zincxe. But they are different conferences, are they not? 

Mr. Cocker. They are different conferences, yes, but I just want to 
tell you this: that where you have a major commodity of that kind 
that is competitive in those countries it generally follows almost 100 
percent that those rates have to be reduced. 

Mr. Zrincke. You stated that there are 84 sailings a year on these 
six nonconference lines. How many sailings are there on the confer- 
ence lines ? 

Mr. Cocke. I would say that, as far as the American participa- 
tion in the Mediterranean trade, there would be approximately 106 
sailings, more or less. 

Of the foreign lines, I would say that there would probably be 50 
sailings. 

Mr. Zrncxe. So that it would be 84 nonconference sailings against 
approximately double that number ? 

Mr. Cocke. 150. That is correct. 

Mr. Zincke. You say that the American lines will be in a bad way 
in the event of a rate war. Will not your foreign conference lines 
be in an equally bad way ? 

Mr. Cocke. Certainly they will but I am talking as an American 
line. They will be in a bad way. 

Mr. Zincke. Yes, but you are talking as a conference operator ? 
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Mr. Cocke. I am talking about Lykes Bros. Steamship Co. and 
American Steamship Committee on Conference Studies which, in this 
particular case, are American lines. 

Mr. Zincxe. What do you figure a minimum compensatory rate 
would be on carbon black ? 

Mr. Cocke. We had a rate of 3714 cents and I think that is a rea- 
sonable, equitable rate. That is the rate which the carbon black in- 
dustry, both independents and carbon black association, considered 
was a reasonable and fair rate. 

Mr. Zincxe. Yes, sir; but we are talking about the distinction be- 
tween a reasonable rate and a noncompensatory rate. You say 24 
cents is noncompensatory. I ask you how much above 24 cents is 
compensatory ? 

Mr. Cocke. I think 3714 cents was compensatory. 

Mr. Zincke. And nothing less? 

Mr. Cocker. Maybe slightly less, dependent on conditions, sir, de- 
pending on the amount of carbon black you get and the amount of 
other cargo. 

Mr. Zincxe. On synthetic rubber, the conference rate was $1.50? 

Mr. Cocke. That is correct. 

Mr. Zincxe. You feel that that is a minimum compensatory rate? 

Mr. Cocke. I do not say it is minimum compensatory but I say it 
is a compensatory rate and is about as low as we desire to go. 

Mr. Zincxe. The nonconference operators, you stated, were carry- 
ing for $1.05 ? 

Mr. Cocke. That is right. 

Mr. Zincxe. I would assume that that would be a compensatory 
rate. Would you? 

Mr. Cocks. No, I would not. 

Mr. Zincke. You mean that they are in business to lose money ? 

Mr. Cocxr. Sometimes, yes. Sometimes they lose money. 

Mr. Zincke. But in this situation where the number of lines has 
increased from two to six in the last 4 years 

Mr. Cocker. Yes. 

Mr. Zincker. You are making the assertion that the other four lines 
came in with the intention of losing money ? 

Mr. Cocks. I am not making any such assertion. I say, as far as 
we are concerned, I do not think $1.05 would be compensatory. 

Mr. Zincke. Your costs are approximately those of your foreign 
competitors, are they not? 

Mr. Cocke. No, they are not. 

Mr. Zincke. Do you receive a subsidy ? 

Mr. Cocks. We receive a subsidy. 

Mr. Zincxe. And what is the theory and basis of the subsidy ? 

Mr. Cocke. The theory and basis of the subsidy is to give you a 
subsidy comparable with the principal line, I might say, operating 
in that trade. You have certain lines in that trade that can operate 
cheaper than we can with a subsidy. 

Mr. Zincxe. What is the principal competitor to which you are 
granted parity, so to speak ? 

Mr. Cocke. In that particular trade, I would say the Italian line 
with which we are competing in the conference, the Creole Line. 

Mr. Zrncke. Is it your view that the Creole Line has higher costs 
than either Sidarma or Fabre ? 





cos 


CO) 


is 


wl 


co 
ot 


m1 


ba 
re 
be 
sli 
lin 
he 
he 


of 
qu 
re 
fe 


re 


le 
sl 


Ww 





STEAMSHIP CONFERENCE STUDY 1175 


Mr. Cocke. I could not tell you that. I think they do have a higher 
cost possibly than one of the other lines. I could not tell you that. 

Mr. Zincke. Fabre is an exconference member ? 

Mr. Cocke. Certainly he was. He is no longer a member due to 
conditions which you know. 

Mr. Cowen. I have one question, sir. On these two specific items, 
is it inevitable that the basic rate of other cargo within this area 
will drop? 

Mr. Cocker. In a rate war you start maybe, Mr. Cowen, with two 
commodities or three commodities and it gradually spreads to the 
others. 

Mr. Cowen. In other words, these two items you speak of are of 
major importance to the gulf ? 

Mr. Cocker. They are of major importance, yes, sir. 

Mr. Cowen. It stands to reason that with these two items as a 
basis and, say, the bulk of a cargo, that it will inevitably follow that 
reductions will be granted commensurate with that ? 

Mr. Cocke. That is right. We have this Japanese line which has 
been there only 6 months. They have been, as I understand it, 
slightly cutting some of these other nonconference lines. A Japanese 
line’s costs are much lower than that of the Italian lines, so that you 
have them to contend with in the picture also now, which we did not 
have before. 

Mr. Cowen. That is all. 

Mr. Cocke. I might also add that these lines are paying a minimum 
of 214 percent brokerage. We only pay one and a quarter. It is also 
quite ‘possible that they will up the brokerage to 334 or 5 percent, plus 
rebates on the other side. 

We talk about Fabre. We all know why they are not in the con- 
ference on account of their rebates. They were paying as much as 
10-percent commissions in Spain and other places in addition to the 
rebates that they were giving receivers 

Mr. Zincxe. Mr. Cocke, that would tend to make their rate even 
less compensatory ; would it not? 

Mr. Cocke. It would. 

Mr. Zincxe. Is there any reason to believe that such an unhappy 
situation could continue indefinitely ? 

Mr. Cocge. I certainly hope it does not. 

Mr. Zincke. So that this may be merely a temporary situation in 
which you will succeed in starving out a few? 

Mr. Cocke. Once rates go dow1 n, Mr. Zincke, it is pretty difficult to 
get them up, very difficult. 

Mr. Zincxe. Carbon black is a pretty low-rated commodity; is it 
not ? 

Mr. Cocke. No, sir; I would not say it is low rated. It is 3714 
cents a cubic foot, and if you had enough volume and could get a full 
cargo at 3714 cents, you would do pretty good. It ships at 500- or 
1,000- ton lots. We did have a rate of 45 cents. The rate was re- 
duced to 371% cents, which was perfectly satisfactory to the shippers 
and to the receivers until this competition came along. 

Mr. Zincxe. That is all I have. 

Mr. Cocke. Thank you very much. 

Mr. Garmatz. Thank you, Mr. Cocke. 
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Is Mr. Bubb of Abbott Laboratories here ? 
Mr. William DeBoer of the Colorado Fuel & Iron Corp., of Denver, 
Colo. ? 


STATEMENT OF WILLIAM DeBOER, TRAFFIC MANAGER, THE 
COLORADO FUEL & IRON CORP., DENVER, COLO. 


Mr. DeBoer. My name is William DeBoer. I reside in Denver, 
Colo. I have been employed by the Colorado Fuel & Iron Corp. in 
the traffic department since 1928, as traffic manager since 1947. 

The Colorado Fuel & Iron — operates a fully integrated steel 
mill at Minnequa, adjacent to Pueblo, Colo. 

We export to the Philippine Islands, to Central and South 
America, and to the islands in the Caribbean. 

The majority of our shipments are sold f.a.s. but occasionally we 
sell some c.i.f. We favor conference rates because the average lag be- 
tween the time of taking an order and producing the goods and 
shipping is about 45 days. To that must be added the time required 
to reach gulf ports, which is some 900 and more miles away, and of 


course we have a great deal of inland freight to pay. As a conse- 
quence, any fast changes in the water rates would make it possible 


for us to lose money on every order if we did not have stability of the 
water rates, 

We maintain no warehouses or anything of the sort in foreign 
countries, and, generally speaking, the conference rates have been 
beneficial to us. i 

I am sorry I could not have been here for the two previous days, 
I assume the National Industrial Traffic League has presented their 
views, 

We are members of the league and concur in their views 100 per- 
cent, 

Mr. Garmatz. How much business do you do, Mr. DeBoer, roughly, 
moneywise or tonnagewise ? 

Mr. DeBoer. Well, unfortunately, the first 4 months of this year 
is only about half of what it was last year. It is going down rather 
rapidly due to the lower cost of foreign steel and the fact that they 
now make more variety of products. They make practically every- 
thing that we do. 

Mr. Garmatz. You are speaking of steel products ? 

Mr. DeBoer. Yes; iron and steel. So that we can sell primarily 
only special commodities such as grinding balls and grader blades, 
grinding rods. 

Mr. Garmatz. Who do you mean by “they”? To which country 
do you ship the most ? 

Mr. DeBoer. Japan gets every place with nails. The European 
factories, Belgium and Germany produce the other material and I 
understand they get in there. 

For the first 4 months of 1958 we shipped 6,900 tons. For the first 
4 months of 1959 we shipped only 3,392 tons. 

We feel that conference rates are necessary so that we know whether 
or not we can continue in the market. 

Mr. Garmatz. With how many conferences have you signed up? 

Mr. DeBorr. About 14. 

Mr. Garmatz. Mr. Casey. 
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Mr. Casry. You say that the rates are satisfactory. How about 
the service? Do you have any complaints at all about the conference 
system ? ; 

Mr. DeBoer. No; with the small amount of tonnage we have, I do 
not know of any complaints we have except I w ould say they are 
a little slow in adjusting their descriptions in their tariffs. We have 
had only one or two occasions where we have wanted to include some 
article that was not in there and they took quite a bit of time to get it 


Mr. Casey. Have you ever requested a reduction in rates? 

Mr. DeBoer. In the ocean rates, no, sir; we have not. 

Mr. Casey. Do you feel that the rates that they charge for the ship- 
ment of the products that you ship are reasonable? 

Mr. DeBoer. Yes; so long as everyone pays the same, we feel that the 
present rates are reasonable. Yes. 

Mr. Casey, Now that you are getting more competition, I assume 
that in order to try to retain your markets you try to see how you can 
reduce your price to stay in a competitive position with the foreign 

roducer ? 

Mr. DeBorr. And our costs; that is right. 

Mr. Casry. You stated that the rates were very material. Have the 
rates of your competition become such that you have considered re- 

uesting any reduction in rates? 

Mr. DeBorr. In the majority of cases we have found the competi- 
tion so severe that a reduction in the water rate would not save us, 

Mr. Casey. It would not be material ? 

Mr, Deborr. That is right, 

Mr. Casry. Have you ever shipped nonconference ? 

Mr, DeBoer, Yes, 1 want to qualify that. We have sold those 
shipments f.a.s. and the customer has actually arranged the noncon- 
ference movement, 

Mr. Casry. Has the conference complained of you shipping those 
shipments f.a.s.? Have they tried to charge you with the responsi- 
bility of placing that cargo’ 

Mr. DeBorr, No, they have not. 

Mr. Casey. I have no further questions. 

Mr. Garmatz. Mr.Cowen. 

Mr. Cowen. Do you accept an order before you produce it ? 

Mr. DeBoer. Generally, yes. 

Mr. Cowen. At the time of acceptance, when the price is quoted for 
which you sell, do you then deal with the conference to set a basic rate 
on that item so that you know you will come out profitably on it? 

Mr. DeBorr. We check the rates that are in the tariffs. We have 
not had to ask them for the rate normally. 

Mr. Cowen. Over the past year, say, from the figures which you 
have given, the competition from foreign sources has reached the point 
that you cannot produce and cannot. ship and compete with these 
prices ? 

Mr. DeBoer. That is right. 

Mr. Cowen. I believe you told Mr. Casey that the ocean rate did not 
materially affect that. 

Mr. DeBorr. No, I do not think that would be the solution. It 
seems that the only thing we are shipping practically now are the 
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specialties, such as grinding balls and grader blades and not standard 
iron and steel products. 

Mr. Cowen. Now, did I understand you to say that your firm was 
a member of the National Industrial Traffic League who appeared here 
yesterday ¢ 

Mr. DeBoer. Yes, sir. 

Mr. Cowen. And that you are in accord with the statement made by 
the league ? 

Mr. DeBoer. Yes, sir. 

Mr. Cowen. That is all I have. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zincxe. I have no questions. 

Mr. Garmatz. I might say that the gentleman that made the state- 
ment for the league yesterday has been requested to come to Wash- 
ington at a later date to go into more detail on his statement that he 
made here yesterday. 

Mr. DeBoer. I am really not familiar with what they did put in 
yesterday because I suppose it will get to Denver later. I have been 
gone for a couple of days. 

Mr. Garmatz. Is there anything else that you care to say, Mr. 
DeBoer ? 

Mr. DeBoer. No, I think that completes my statement. Thank you. 

Mr. Garmatz. Thank you very much. 

Is Mr. Bubb here ? 

Mr. Natick of Libby, McNeill & Libby ? 


STATEMENT OF ALBERT J. NATICK, GENERAL TRAFFIC AND WARE- 
HOUSING MANAGER, LIBBY, McNEILL & LIBBY, CHICAGO, ILL. 


Mr. Garmatz. You may proceed. 

Mr. Natick. My name is Albert J. Natick. I am general traffic 
and warehousing manager for Libby, McNeill & Libby, whose general 
offices are located at 200 South Michigan Avenue, Chicago, II. 

Libby, McNeill & Libby is a manufacturer of canned and frozen 
foods consisting of over 250 varieties. We operate 31 plants in the 
United States including Hawaii, as well as 4 slants located in Canada 
and Europe. Our export shipments to foreign markets result in 
approximate gross sales of $20 million annually. 

I have had approximately 12 years’ experience in the handling of 
traffic and transportation matters. The first 6 years of my experience 
was with the Chicago & North Western Railway in their freight traffic 
department, and the latter 6 years is experience acquired from holding 
different positions in the transportation department of my present 
employer, Libby, McNeill & Libby. For the past 2 years I have been 
on my present position of general traffic and warehousing manager, 
and as such am completely responsible for all company traffic and 
transportation, including ocean transportation, to and from United 
States and Canadian ports. 

For many years past, we have recognized the value and need of a 
merchant marine operating under the U.S. flag so necessary in our 
worldwide distribution of finished products. 

Referring to the specific subject before this hearing, we, as an inter- 
national business organization, support the time-proven system of 
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conference ratemaking. The conference method of ratemaking is 
essential to the very existence of a U.S.-flag fleet upon which our 
foreign trade relies. Uniform rates for all participating members are 
provided by steamship conferences. This arrangement assures both 
large and small shippers of equal treatment with respect to water 
rate and service. 

Our steamship lines are partially subsidized to offset their higher 
operating costs and if this was not the case they very well could be 
forced from foreign trade lanes were they not enjoined with each 
other and with foreign lines in the conferences, and one could expect 
such a catastrophe if there was no conference arrangement to provide 
uniform rates for all water carriers including foreign lines. Obviously 
the conference system provides a necessary protection for our merchant 
marine, so vital to our national security and foreign commerce. 

Libby, McNeill & Libby endorses the conference system of rate- 
making primarily for two principal reasons. These are that the 
conference system contributes to stability of rates and service and helps 
insure the availability of a U.S. fleet equipped to meet the needs of the 
U.S. foreign trade business. Secondly, an adequate merchant marine 
is essential for national defense purposes of our great Nation. With- 
out restraint of conferences and with higher operating costs, American 
shipping lines would be subjected to tremendous disadvantage with 
low cost foreign vessel operations. 

Conferences provide a median of self-regulation for its members. 
It would be most impractical to seek Government regulation of ocean 
shipping rates. Such an attempt by our Government would surely 
provoke immediate measures of an undesirable kind by foreign govern- 
ments. We cannot reconcile our thinking to the idea of ocean freight 
rates being fixed by our Government or any government. 

Other witnesses may testify that water conference style self-regula- 
tion has wrought conditions contrary to the public interest, and in this 
we cannot concur as our experience has time and time again illustrated 
significant conference benefits; namely, stability of rates, a good dis- 
tribution of sailings, uniform rates, reliable liner service, an organi- 
zation which shippers can approach to deal with all member lines in a 
particular trade through the conference chairman. 

It would be difficult for an average exporter to shop around among 
steamship companies seeking for the most advantageous rate. The 
providing by conferences of uniform and stable rates is a protection 
of inestimable value and especially so to the smaller traders. 

When we sell our product abroad, we must be in a position to tell 
the customer when the goods will be delivered. Many of our customers 
rely on quick turnover of products, keeping investment in inventories 
on hand at a minimum. These same customers many times practice 
ordering from supplier for immediate shelf placement. Here depend- 
ability of service is paramount. To conduct this business with con- 
fidence, it is necessary to have regular and dependable ocean transpor- 
tation, and we believe only through the conference system can this be 
maintained. 

The stability of water rates can be normally considered more im- 
portant to the exporter than the level at which they may be set. On 
many movements we are compelled to plan well into the future and 
this would be impossible if we were to be confronted with rate wars 
or rates made on a day-to-day basis. 
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Conferences provide rates that are known and generally remain 
fixed for long periods, no fluctuation geared to demand for space. 
Shippers competing in foreign markets know the same rate is avail- 
able to each, depending on such rates in quoting prices. Conference 
rates permit conference member lines to maintain regular sailings 
whether their ships are fully loaded or not. If conference agreement 
did not exist temptation would be encouraged to lower rates to fill 
up the ships by shippers entering the picture after first portion of 
cargo was committed. Asa result rates would be varying on the same 
commodity and on the same ship. 

We readily admit that at times conference rates can be higher than 
those that may be available under open competition. However, we 
gladly accept the difference as a reward for stability. 

Conferences offer a single agency through which a shipper can deal 
with all lines in a particular trade route. 

A conference system, in our opinion, is a device whereby my 
tion prevails between carriers but restrains such activities to be done 
in an orderly manner and avoid destructive channels. Contract system 
or dual-rate system of ratemaking is a method adopted to particular 
trade routes and we are inclined to say that a contract or dual-rate 
system is a necessity to the maintenance of conferences. In this con- 
nection our position is that as a starter we must have the conferences 
and should the conferences have a need for contract or a dual-rate 
system to do business they should have those systems. It is sound 
practice to give them a choice of a method for employment in orderly 
competition so long as the shippers had available adequate service at 
reasonable rates. 

Conferences deter monopolies as water carriers, large or small, work 
side by side offering more choice and more service to the shipper ; also, 
to mention, stimulate competition. 

To summarize, Libby, McNeill & Libby supports the conference 
method of ratemaking as is practiced today. Included are some in- 
stances of contract rate and at times a dual system of rates. What- 
ever arrangements are in existence today that lend support to confer- 
ence systems we wish to see such continued. The foregoing should 
not be construed to indicate that improvements cannot or should not 
be considered in conference practices. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. What is your competition in your overseas markets? 
Is it all American competition ? 

Mr. Natick. Primarily at the present time but it is getting to a 
point where a number of these foreign countries now are getting them- 
selves into extensive canned goods manufacturing so that, in time, will 
be another factor. 

Mr. Casey. Right now it is U.S. competition ? 

Mr. Natick. Yes. 

Mr. Casry. You have no material competition at present other than 
your American competition ? 

Mr. Natick. That is true. 

Mr. Casry. So that as long as your competitors pay the same 
freight rate everything is on an equal basis ? 

Mr. Natick. True. 

Mr. Cassy. As long as your freight rates from the United States 
are the same ? 
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Mr. Naticr. True. 

Mr. Casey. I gather from your statement that at this point the 
rate is not really of great concern to you as long as it is just the same. 

Mr. Natick. That is right. 

Mr. Casey. Do you think that there is a place for the independent 
shipping line operator in our merchant marine system ¢ 

Mr. Natick. When you say that, Mr. Casey, are you referring spe- 
cifically to nonconference lines? 

Mr. Casry. That is right. 

Mr. Natick. Of course, we know that they are now in operation. 
We ourselves do not practice using nonconference lines. There is one 
exception I might say, Isbrandtsen, who provide service equivalent 
to conference members and rates equivalent to the carriers in the 
conference. 

Frankly, as far as we are concerned, we certainly will stick to con- 
ference carriers and therefore I would be inclined to say that we 
would have no need for unregulated or nonconference carriers. 

Mr. Garmatz. Will the gentleman yield there? 

Mr. Cassy. Yes. 

Mr. Garmatz. Did you say that the Isbrandtsen rates are the same 
as the conference rates ? 

Mr. Natick. On our canned goods they are; yes, sir. 

Mr. Cassy. Do you think you can foresee in the future where for- 
eign canned goods, say Scandinavian goods or the goods of whichever 
country is getting into the market now, might be serious competition 
to your foreign markets? 

Mr. Natick. Yes, sir. 

Mr. Casey. When it gets to that point, do you think that your ocean 
freight rates are going to be a material factor in staying in competi- 
tion? 

Mr. Natick. They would have to be considered, yes, sir. 

Mr. Casry. Considering the conference system, the independent 
lines charge that if the conference system is continued in its present 
form with allowance of a dual rate and the 100 percent patronage 
contract, that they will run the independent lines out of business. 
Then you would have a complete monopoly or control of the trade 
route by the conference lines and they would set the rates. 

Do you think that would be a healthy condition ? 

Mr. Natick. Well, in the first place, Mr. Casey, the nonconference 
lines generally today maintain rates which are below conference 
lines rate levels. Iam a little lost in trying to go along with the idea 
of a conference group driving out nonconference members who today 
operate on a lower level of rates. There is still going to be that cer- 
tain volume of tonnage no doubt that will continue to be channeled 
to those nonconference members. 

Mr. Casry. They tell me the nonconference lines are disappearing 
fast. Idonot know. That is what I have heard. 

Mr. Natick. I do not follow that closely. 

Mr. Casry. The reason they are disappearing is that with the con- 
ference having the 100 percent patronage contracts they cannot get 
the cargo. They are either forced to join the conference or go out of 
business. 

Mr. Natick. I think under conditions like that they had better plan 
to join the conference, Mr. Casey. 
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Mr. Casey. Now that brings me back to my question. As a shipper, 
are you going to like the situation, when rates really get to be a factor, 
of having a complete monopoly set the rates on you ? 

Mr. Natick. Mr. Casey, from my experience I have never found 
that it was impossible to sit down with an organized group and dis- 
cuss a situation of rate matters and come up with good results. 

Mr. Casey. Have you ever had occasion to request a change or an 
adjustment of rates with the conference system ? 

Mr. Natick. Yes, sir, we have. 

Mr. Casey. What was your experience ? 

Mr. Natick. We were successtul and came up with good results, 

Mr. Casey. You have never been refused a rate adjustment ? 

Mr. Natick. Occasionally you do get refused, but sometimes we can 
be unreasonable and you have to go along with that. 

Mr. Casey. How about the furnishing of the tariffs. Do they fur- 
nish you the tariffs and the changes as they come about? 

Mr. Natick. We have some tariffs but a number of times we will 
call the conference member lines for rate information. 

Mr. Casey. We have had the complaint that it is difficult to find 
out what their tariffs are at times. 

Have you had trouble in that respect ? 

Mr. Natick. As I say, we do not have all the tariffs but we have 
always been successful in getting the desired information by getting 
directly in touch with the member lines. 

Mr. Casey. Do you have any suggestions on improvements of the 
conference system 4 

Mr. Natick. My only specific complaint at the moment would be 
to somehow improve the handling of claims. It seems to take quite 
a length of time before any settlement is reached. I do not know ex- 
actly what it is that causes them to prolong the settlement but that is 
one thing that is a thorn in our side. 

Mr. Casey. What type of claim is that? Is that a claim for dam- 
aged goods ? 

Mr. Natick. This could be damaged goods or a slight damaged 
condition where a substantial amount of investigation would be re- 
quired in a case like that. 

Mr. Casey. Are there any other suggestions that you might have 
which you might think would make the conference system more work- 
able or more responsive to its responsibilities as a common carrier ? 

Mr. Narick. £ would have to stop at that, Mr. Casey. I do not 
know of anything else right now. 

Mr. Casey. That isall, Mr.Chairman. Thank you. 

Mr. Garmatz. We had one witness here testifying that there was 
a difficulty in getting straightened out as to the rate on dried peas 
and seed peas. You do not have that trouble as between products in 
cans, between a can of corn or a can of pineapple ? 

Mr. Natick. It is not separated in that way. 

Mr. Garmarz. How are the rates determined ? 

Mr. Natick. In some cases it is on a per hundred basis and in others 
the cubic basis. 

Mr. Garmatz. It is not necessarily based on the value of what is 
inside the can ? 

Mr. Natick. That is right. 














' 


SS 


STEAMSHIP CONFERENCE STUDY 1183 


Mr. Garmatz. Do you have any other suggestions which could be 
considered as to conference practices to improve your position outside 
of the suggestion you made as to damage claims ? 

Mr. Natick. I would have to stay w vith that, sir. That is about all 
I can think of at the moment. 

Mr. Garmatz. Your dealings with the conference people as a rule 
have been pretty favorable? 

Mr. Natick. Our experience has been good. 

Mr. Garmatz. With how many conferences are you signed up? 

Mr. Natick. Offhand, I do not know, sir. 

Mr. Garmarz. What type of business do you do at your plants 
located in Canada and Europe? 

Mr. Natick. In Europe, it is canned milk at Leer, Germany. That 
is where our plant is located. We also have a canned milk plant at 
Milnthorpe, England. 

Mr. Zrncxe. Is your company a member of the National Industrial 
Traffice League ? 

Mr. Natick. Yes, sir. 

Mr. Zrncxe. You are familiar with the position taken by that 
organization ? 

Mr. Natick. I subscribe to it. 

Mr. Zinckxe. You do subscribe to that position ? 

Mr. Natick. Yes, sir. 

Mr. Zinckxe. You mentioned the fact that you had secured rate 
adjustments from the conferences from time to time. What was your 
experience with respect to the length of time it took to secure such 
adjustments ? 

Mr. Natick. I think it was a little better than the average on our 
experience with railroads and motor carriers. 

Mr. Zincxe. What would you characterize as an average, then ? 

Mr. Natick. When you apply for a rate adjustment. it can vary 
anywhere from 30 days up to several years. 

In this particular case, I would say it ran about 6 months. 

Mr. Zincxe. It took you 6 months to get a rate adjustment ? 

Mr. Natick. Yes. 

Mr. Zrncxe. About when was that? 

Mr. Natick. This was about 3 years ago, sir. 

Mr. Zincke. Do you mind giving us some details with respect to 
the item. Was it a large or small item or was it important to you? 

Mr. Naricx. It was important to us. The volume was large. The 
adjustment covered quite an important part of our business. 

Mr. Zincxr. What conference was that that was involved or what 
area ? 

Mr. Naricrt. It would be the Pacifie coast, Pacific Ocean trans- 
portation. 

Mr. Zincxe. Was it the Pacific Westbound ? 

Mr. Natick. Yes, sir. 

Mr. Zincke. You make the statement in your statement that “Con- 
ferences offer a single agency through which a shipper can deal with 
all lines in a particular trade route.” Now, is it not a fact that the 
only thing on which you deal with the conference is rates? 

Mr. Naricx. In our case it is rates; yes, sir. 
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Mr. Zinck». You have no other dealing with the conference on any 
other aspect of your shipments ? 

Mr. Natick. Up to this point, no, I have not. 

Mr. Zixcxe. You mention the fact that you are compelled to plan 
well in the future with respect to certain shipments and therefore you 

say that you need conferences. Is it not a fact that, if you have a 
future shipment, you can proceed to get a firm commitment from vir- 
tually any steamship line with respect to that, looking to the future? 

Mr. Natick. A conference line, yes, sir. 

Mr. Zincke. A nonconference line? 

Mr. Natick. Youcould not from a nonconference line. 

Mr. Zincke. They will not commit for the future with respect to 
a particular booking ? 

Mr. Natick. Here is what I mean there. You might get a rate, a 
quotation from a nonconference line. 

Mr. Zincke. [am talking about a firm booking now. 

Mr. Natick. Yes, sir. I have principally in mind the rate because 
we have to quote a price which includes the rate. So we get a quota- 
tion on the rate one day for shipping this product say a month from 
now. Prior to the actual shipping this rate may be increased. There 
is no assurance that the rate quoted in the original quotation will stay 
in force on the date of shipment. 

Mr. Zrncke. Even ona firm booking? 

Mr. Natick. That is my understanding, sir. 

Mr. Zrncke. Have you ever had that experience ? 

Mr. Natick. I have not used the nonconference lines. 

Mr. Zincxe. Is it not a fact that conference lines according to their 
contracts can increase their rates on 30, 60, or 90 days’ notice, depending 
on the conference ? 

Mr. Natick. That may be the provision but I have not had that 
experience. 

Mr. Zincke. That isall I have, Mr. Chairman. 

Mr. Garmatz. Thank you very much, Mr. Natick, for appearing 
here. 

Mr. Natick. Thank you. 

Mr. Garmatz. Is Mr. Hinrichs here, traffic manager of the Colum- 
bian Steel Tank Co.? 


STATEMENT OF H. W. HINRICHS, TRAFFIC MANAGER, COLUMBIAN 
STEEL TANK CO., KANSAS CITY, MO. 


Mr. Garmatz. Do you havea prepared statement ? 

Mr. Hinricus. No, [have not. I am just talking for the conference 
on one question alone and I do not think it is necessary that I have to 
write up a long lengthy statement. 

Mr. Garmatz. Will you give your name and title and whom you rep- 
resent for the record ? 

Mr. Hinricus. My name is H. W. Hinrichs, traffic manager for the 
Columbian Steel Tank Co., Kansas City, Mo. I have been with the 
Columbian now for approximately 40 years in the same capacity. 

The Columbian Steel Tank Co. is a large exporter of iron and steel 
fabricated articles, mostly oilfield storage tanks, grain elevators, re- 
fueling units, grain bins, and rigid-type buildings. We have shipped 
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thousands of tons of these articles to various points of the world 
mostly, though, to South America, Central America, the Mediter- 
ranean, and Africa. These tanks, buildings, or whatever it is, are 
all on contracts, negotiated from one side to the other, and it requires 
quite a lengthy time in discussion in the way of steel, type of construc- 
tion, the way they are to be paid, letters of credit, and so forth. 

Mr. Garmatz. May I interrupt you there? You say “buildings.” 
What do you mean by buildings ? 

Mr. Hinricus. Rigid type buildings, buildings that are made out of 
rafters instead of the lighter gage sectional buildings; in other words, 
a building that will withstand a tornado instead of being a very light 
construction. It is usually classified as a structural steel. 

Negotiations on these contracts sometimes take from 6 months to a 
year. DBefore we can quote a certain price for either the number of 
tanks, buildings, or so forth, we have to either quote c.i.f. or f.a.s. If 
we did not have a level of rates as set down by the conference and our 
customers accepted the c.i.f. price and then the rates went up or 
down, whichever way it was, somebody is to lose; so that when we 
inake a commitment in the contract those rates have to be stable. If 
there was not a conference and a contract of this sort was negotiated or 
to be negotiated in the United States, we could only quote to the ports 
and then we would have to make it approximately in case somebody, 
some independent lines came in and cut under the conference rulings. 

Several quotations that we have made on a c.i.f. basis and sub- 
mitted to the European buyers have been split f.a.s. to port and we 
will take the delivery price due entirely to a cheaper rate than we 
could get through the independent shippers. 

In order to keep all the fabricators in the United States on a rela- 
tively level basis we have to have the conference rates and the con- 
ference rules. Otherwise it would be in a chaotic condition. 

So that, I am speaking in favor of the conference which we have 
used ever since its inception. I think if it is continued that the rate 
situation would be in far better condition than it would be in if there 
was no conference and they were all open to make their rates as they 
saw fit. 

That is all I have, gentlemen, in regard to the conference because 
the other parts of it, I think, is the steamship lines’ business, but what 
we are trying to do in order to keep the conference as I said before 
is to keep the selling here on a relative basis or the only place we 
could quote would be f.a.s. to port and let the consignee get his goods 
across the waters to the best of his ability. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Hinrichs, in selling your products, your tanks and 
buildings and other specially constructed products, grain elevators, 
and so forth, that you enumerated, the way you sell them is on the 
basis of your superior engineering ability or your products being 
better engineered than those of your competitor and being possibly 
stronger; and also by giving prompt delivery, and things of that 
nature ? 

Mr. Htnricus. We have a better product. 

Mr. Casry. Now then, we have had witnesses here say that the 
freight rates should be another angle of competition as far as they are 
concerned. 

Mr. Hinricus. It really is. 
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Mr. Casey. But you make the statement that, as long as the rates 
are level so that everyone in the same type business that you are in 
is on the same basis, you are happier. You are eliminating one phase 
of your competition. 

Mr. Hrnricus. One phase of our competition and I do not think 
that that should enter into the final analysis of building an elevator 
or anything because that is the delivery cost and each fabricator 
should have the same delivery cost. There should be no competition, 
no haggling, and no going out and trying to get a lower per ton de- 
livered rate after the contract has been accepted. 

Mr. Casry. You can get a rate in advance with an independent, 
can you not? 

Mr. Hinricus. Not for the length of time. As I told you in the 
opening statement, the negotiations of these contracts go over a period 
sometimes of a year. We have several now, one with Iran as a matter 
of fact, which is a big contract. We expected them to sign on the 
dotted line for the last 60 days and they have not done it yet, so that 
you cannot go to an independent. 

There is one trick one country pulled after we quoted them a c.i.f. 

rice. They accepted the f.a.s. price. Then they went to the con- 
Sari officials and beat the rate down. Of course, that is their 
business, not ours. 

Mr. Casey. Have you ever shipped nonconference? 

Mr. Hinricus. Not very often. Not very often unless we have a 
shipment ready to go and there are no ships available on the conference 
line. 

As you know, when we accepted the contract we also accepted the 
stipulations thereto of 50-50, 50 percent American-flag and 50 per- 
cent foreign-flag members of the conference. 

Mr. Casry. What is that? You accepted that agreement? 

Mr. Hinricus. During the war there was a rule whereby if you 
joined the conference and there were foreign ships members of the con- 
ference, 50 percent of that tonnage would have to go by American- 
flag ships and you could spread the other 50 on independents or it 
would all go American, whichever it was. 

Mr. Casry. It had to be at least 50 percent American-flag ships’ 

Mr. Hinricus. It had to be at least 50 percent American-flag ships. 

Mr. Casey. In other words, there was no obligation to ship 50 per- 
cent foreign ? ae 

Mr. Hrvricus. That is right. 

Mr. Casey. Then you really do not know whether you could make 
such an agreement for a year in advance with an independent or not 
because you have never tried it, have you? 

Mr, Hinricns. No; we never tried it. 

Mr. Casey. It is just your opinion that you could not depend on it? 

Mr. Hrnricns, Well, that is true and a lot of the independent serv- 
ice is not stable. On our last shipment to Turkey I had three ships 
start out. Finally the third got into New Orleans. Where the other 
two went, I do not know. One was on drydocks in Charleston. It 
was headed for Houston to pick up 12,000 tons. It never showed up. 
That was during the Mediterranean crisis and evidently it hightailed 
it for some other port where the tonnage was $40 to $50 whereas the 
conference ruling on this stuff was $16.50. 
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Mr. Cassy. Do you have any suggestions as to how the conference 
system of shipping might be improved ? 

Mr. Hrnricus. No; I have not gone into that specifically. No doubt 
it could be improved by study and trial and the rules you put in, 
the methods you would put in. They all have their tariffs. 

Mr. Casgy. Have you had any disagreements with the conference 
—_ about which you thought they were arbitrary or unreason- 
able? 

Mr. Hinricus. No; we have not. We have gotten along pretty 
well. 

Mr. Casry. Have you ever made a request for a rate reduction ? 

Mr. Hrnricus. Not myself but on a big Turkish shipment we had I 
was going to but they accepted the f.a.s. price instead of the c.i.f. 
price and they did it. 

Mr. Casry. Have you had any complaint from the conference sys- 
tem on your f.a.s. shipments? In other words, have they made any 
charge that you should have placed that with the conference lines? 

Mr. Hinricus. When we quote f.a.s. to port that is the way the letter 
of credit is set up and, as long as we make all stipulations f.a.s., then 
it is up to the consignee’s broker or forwarder to take it from there. 

Mr. Casey. Have you had any rate reductions recently, say in the 
last 12 months? 

Mr. Hinricus. No, not that I remember. We have had a few in- 
creases due to trouble here and there and the other places but there 
have been no reductions, 

Mr. Casey. You have had increases ? 

Mr. Hinricus. We have had a few increases where there was 
trouble in the world that might run into delay or ships not getting in 
and so forth, but we have had no reductions. 

Mr. Casey. Do you think strong independent lines are a healthy 
condition for our American merchant marine? 

Mr. Hinricus. We are going to have to have competition. Competi- 
tion is the life of business. 

Mr. Casey. Do you think that that has something to do with keeping 
the rates rather reasonable, having this competition ? 

Mr. Hinricus. Any company with a monopoly might turn loose 
and ruin the market. 

Mr. Casry. All right. Do you think that the requirement of the 
conference system contract for 100 percent patronage might be unrea- 
sonable? 

Mr. Hinricus. Yes, I think it is. 

Mr. Casey. Do you think there should be some flexibility for the 
shipper in case he wants to ship nonconference at some time? 

Mr. Hinricus, If he can show to the conference that fulfilling all 
the requirements of the contract would be to his disadvantage, and the 
good strong independent line would come into where they are not a 
freebooter, why, I do not see why the shipper should not be able to ship 
over a nonconference line, 

Mr. Casry. Would you have some percentage that would insure the 
conference of sufficient tonnage to make the conference workable and 
then leave some free, so to speak, so that if the shipper wanted to 
ship all conference he could ? 

Mr. Hrnrtcus. I would not be for any monopoly of any sort. 
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Mr. Casry. Thank you, sir. 

Mr. Garmatz. There is still competition even among the con- 
ference lines, is there not ? 

Mr. Hinricus. That is right, but they could get together, you know, 
and make an agreement under the same contract ‘and hold to it. 

Mr. Garmatz. You do not think they would honestly do that, do 
you? 

Mr. Hinrtcus. I have lived to be quite a number of years old and I 
still do not trust everybody. 

Mr. Garmatz. Mr. Hinrichs, do you consider yourself a large or 
smallcompany? How much business do you do? 

Mr. Hinricus. We have gone from $900,000 sales to Mexico in 1923 
to around $12 million or $14 ‘million export last year. 

Mr. Garmatz. How much domestic business do you do ? 

Mr. Hrnricus. We do around $12 million or $14 million in domestic 
business. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Youship all over the world, is that correct, sir? 

Mr. Hinricus. All over the world. 

Mr. Cowen. To the free countries ? 

Mr. Hrinricus. That is right. 

Mr. Cowen. To how many conference contracts are you signatory ? 

Mr. Hinricus. North Atlantic, Mediterranean. 

Mr. Cowen. You need not name them, sir, if you have a rough 
estimate. 

Mr. Hinricus. About five. 

Mr. Cowen. About five, sir ? 

Mr. Hinricus. Yes. 

Mr. Cowen. Now, in this recent sale that you made to Turkey, I 
believe you told Mr. Casey that you had planned to appeal the rate. 

Mr. Hinricus. Due to the tremendous amount of tonnage available. 

Mr. Cowen. You say that you did not do that but the Turkish 
Government did? 

Mr. Hrnricus. The Turkish commission. 

Mr. Cowen. The purchasing commission. How was that done, sir? 

Mr. Hinricus. They appeared before the conference and, due to the 
enormous amount of tonnage that was available for each og f through 
the port of Houston, they took the rate from $22.50 to $17.50 I think 
it was. 

Mr. Cowen. Then, Mr. Hinrichs, it worked out that the purchasing 
commission and the conference officials got together to adjudicate the 
matter ? 

Mr. Hrnricus. Possibly. I do not know the details on the thing. 

Mr. Cowen. And the Federal Maritime Commission had no active 
part in any of it? 

Mr. Hrvricus. Possibly not. I would not say yes or no. 

Mr. Cowen. Now, sir, you were speaking to Mr. Casey about the 50- 
50 proposition. That was on a Governmerit contract, was it not, where 

American bottoms had to carry at least 50 percent of the cargo? 

Mr. Hinricus. That is right. 

Mr. Cowin. Now, sir, regarding the 1 year proposition where you 
said a sometimes a contract was in the talking stage for at least 
that long and you had to know the basic rates for freight, do not the 


, 
' 
& 


POET 


v 
€ 


a = =| 


'h 


d 





a 
TAs ads 


aE 


i ee 


ean aaa 


scenic - 





STEAMSHIP CONFERENCE STUDY 1189 


conferences with whom you contract have the right to increase their 
rates over a 60 or 90 day period ? 

Mr. Hrnricns. That is right. We get an increase and, of course, go 
right back and increase the delivered cost c.i.f. We increase that price 
so much on a ¢.i.f. quotation. 

Mr. Cowen. In other words, you are in the process of negotiating 
over a 1 year period of time so that any rate increase or a decrease 
which might come up during that time you could take up with the 
other party to the contract ? 

Mr. Hinricus. That is right, and the contract is so written that any 
increases before negotiation would automatically be added to the price. 

Mr. Cowen. Now, sir, in regard to some of these building programs 
or the supplying of materials for building programs, are you ever 
given a project rate by the conferences ? 

Mr. Hinricus. No. 

Mr. Cowen. How long in terms of days, weeks, or months do some of 
your projects take, that is, where you are furnishing supplies; or do 
you actually assist in the erection of any of these structures ? 

Mr. Hrnricus. Yes, some of them we do, but that is different in 
the contract where we send our engineers over there. They are paid 
by the contractor, the consignee, and they are allowed so much a day 
for their services. That is not in the price of the contract. That is 
separate. 

Mr. Cowen. I take it from that, sir, that some of your projects 
would last over a term of months ? 

Mr. Hrnricus. Months, yes. 

Mr. Cowen. Have you ever requested from the conferences that they 
grant you a project rate? 

Mr. Hrnricus. No, we never have. 

Mr. Cowen. Are you or your firm a member of this National In- 
dustrial Traffic League, sir? 

Mr. Hrnricus. No, we are not. 

Mr. Cowen. What percentage, if you know, of your foreign busi- 
ness involves Government contracts? 

Mr. Hrwnricus. Right at the present time very little and when it 
does involve Government, we never know where they are eventually 
going. We quote delivered to the Army concentration camp, Port 
Hueneme or Davisville and there the Army or Navy takes over. 

Mr. Cowen. Well, rather than a governmental contract, it would 
be under the foreign aid program ? 

Mr. Hrnricns. Sometimes under the foreign aid and sometimes 
directly under the Army and Navy 

Mr. Cowen. But your percentage is very little of your foreign 
sales ? 

Mr. Hrnricus. Very little. 

Mr. Cowen. You are the beneficiary, of course, of conference 
contracts ¢ 

Mr. Hinricus. That is right. 

Mr. Cowen. Have you ever had any difficulty with the conference 
where you have been assessed damages in any form ? 

Mr. Hrnricus. No, we carry our marine insurance. 

Mr. Cowen. I meant for alleged violation of your conference 
contract. 
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Mr. Hrnrtcus. No, sir. 

Mr. Cowen. Have any of your goods ever been left on the dock be- 
cause of lack of space on a conference vessel ? 

Mr. Hrnricus. Well, we had quite a bit in a couple of ports due to 
the fact that there were no bottoms available on the conference, but I 
think that was farmed out. That did not have anything to do with 
the conference. That was an f.a.s. quotation and the consignee 
handled it. They tried to get bottoms and canceled it out. 

Mr. Cowen. So that, insofar as the conferences are concerned, in 
your dealings with them at all times, bottoms have been furnished for 
your mater ial ? 

Mr. Hinricus. Bottoms have always been available. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Garmatz. Thank you very much, Mr. Hinrichs. 

Mr. Hrnricus. Thank you, sir. 

Mr. Garmatz. Is Mr. Bubb here, traflic manager of the Abbott 
Laboratories ? 

Mr. Raymond De Groote, secretary of the Great Lakes Overseas 
Freight Conferences, State Street, Chicago, Il. 

You may proceed. 


STATEMENT OF RAYMOND P. De GROOTE, MANAGER-SECRETARY, 
GREAT LAKES OVERSEAS FREIGHT CONFERENCES, CHICAGO, 
ILL. 


Mr. De Groorr. Mr. Chairman and gentlemen, my name is Ray 
mond P. De Groote. I am manager-secretary of three groups of 
steamship lines that function as conferences under approval of the 
Federal Maritime Board, as required by section 15 of the shipping 
act. 

I have held this position only since the first of this year. Prior to 
that time I was assistant to the chairman and prior to that, for 37 
years-plus, I was employed by Luckenbach Steamship Co. 

The conferences that we represent are: 

(A) U.S. Great Lakes-Bordeaux/Hamburg Eastbound Conference, 
FMB Agreement No. 7820, approved March 29, 1946. This conference 
consists of 11 member lines, as follows: Fjell Line, French Line, Ham- 
burg Chicago Line (A. Kirsten, Sartori & Berger, Ahrenkiel & 
Bene, operating under the trade name, Hamburg Chicago Line), 
Hamburg American Line, North German Lloyd Line, Nordlake Line, 
Oranje Line, Ernst Russ, and Swedish American Line. 

(B) Great Lakes Scandinavian and Baltic Eastbound Conference, 
FMB Agreement No. 8180, approved December 11, 1953. This con- 
ference consists of the following lines: Fjell Line, Norwegian Amer- 
ica Line, Swedish Chicago Line, and Swedish American Line. 

Mr. Casry. Mr. De Groote, I wonder if he could des ignate the flags? 

Mr. Garmatz. Would you designate the flag on each of these? 

Mr. De Groore. They are all foreign-flag ships. 

Mr. Casey. They are all foreign flag? 

Mr. Dr Groore. Yes, sir. 

(C) Great Lakes-U nited Kingdom Eastbound Conference, FMB 
damian No. 8130, approved February 6, 1953. This conference 
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consists of the following lines: Fjell Line, Liverpool Liners, Nordlake 
Line, Oranje Line, and Swedish Chicago Line. 

All of the steamship lines, members of the Great Lakes Overseas 
Freight Conferences, in the Great Lakes-overseas trade operate under 
foreign flags. There are no American-flag lines operating at present 
in the ranges covered by our conferences. Membership is open to both 
foreign flag or American flag. 

Fjell Line is the pioneer line in the trade between the Great Lakes 
and Europe and began its service in 1932. Oranje Line was the sec- 
ond line to enter the Great Lakes-St. Lawrence Seaway Service to 
oversea destinations and began its service in 1936. Except for the 

eriod of World War II, these two lines have operated continuously 
in the Great Lakes-overseas trade. All of the other lines comprising 
the Great Lakes Overseas Freight Conferences began their services 
since the end of World War II. 

Into the development of the Great Lakes oversea trade route, these 
steamship lines have poured a vast effort and a large amount of capi- 
tal. Each line operates on a regular schedule and the combined serv- 
ices of the members of these conferences enable shippers to have 
frequent sailings. Conference lines serve the trade day in and day 
out. 

Our member lines feel that the maintenance of strong conferences, is 
of vital importance to shippers and receivers alike. Success of a con- 
ference in maintaining stability, however, is diminished or destroyed 
by independent lines taking base cargo shipments at rates lower than 
conference rates. As an example, nonconference lines at the present 
time operating out of the lakes are Poseidon Line, Wallenius Line, 
Hycar Line, and Midwest Oceanic Line. 

It is also the opinion of our lines that proposed legislation should 
enable the regular lines operating under approved agreements on file 
with the Federal Maritime Board, the privilege of employing the ex- 
clusive patronage system to meet the severe competition of these out- 
side lines. 

Mr. Garmatz. Mr. Casey. 

Mr. Casry. You mentioned these nonconference lines here. What 
flag do they fly ? 

Mr. De Groote. They are all foreign-flag steamers. 

Mr. Cassy. Are there other conferences operating in this trade 
route ? 

Mr. De Groote. The trade routes that I have mentioned here are 
the ones governed by our conferences. There is another conference in 
operation from the Great Lakes to the Mediterranean. 

Mr. Casey. Do you know the composition of that conference with 
reference to the flags that operate in that particular conference? 

Mr. De Groorr. No;I do not. 

Mr. Casry. How do you handle the setting of your rates within 
these three conferences? Do they leave that to you or do they have 
a rate committee—or just how is it handled ? 

Mr. De Groorr. The unanimous approval of all the member lines. 

Mr. Casey. It takes unanimous approval on the rates? 

Mr. DeGroore. Yes, sir. 

Mr. Casey. Have you had any complaints to your conference with 
reference to your rates being too high? 
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Mr. De Groore. No, sir. 

Mr. Casey. No one has ever asked for a reduction in rate? 

Mr. De Groote. Yes, sir. 

Mr. Casey. What occurred in those cases ? 

Mr. De Groore. Well, the rate application is circularized between 
the various member lines. It could take the form of a mail vote. It 
could take the form of a telephone poll or it could be held over until 
the next regularly scheduled meeting of the conference lines. 

Mr. Casey. How often do you have scheduled meetings ? 

Mr. De Groore. Approximately once a month. 

Mr. Casey. As a rule, what is your time in which you consider a 
rate adj ustment request ? 

Mr. De Groore. I would say that 7 days should be considered normal 
for a regular rate application from a shipper. 

Mr. Casey. How many applications for rate adjustment have you 
had—say, approximately? I know you cannot tell me absolutely 
accurately, but how many applications for rate adjustment have you 
had in the last 12 months ? 

Mr. Dz Groore. I am not in position to tell you that. You appre- 
ciate that from approximately December 1 until March we are closed. 
I would say that within the period from March until the present time 
there were approximately 35 rate applications, both carrier as well as 
shipper. 

Mr. Casey. Is that application for adjustment in the rate? 

Mr. De Groore. Yes, sir. 

Mr. Casey. Or are those applications for a rate ? 

Mr. De Groorr. Primarily for adjustment in present rates. 

Mr. Casty. How many of them do you consider favorably to the 
shipper? In other words, how many have you rejected? What is 
the percentage? Can you tell me approximately ? 

Mr. De Groorr. Oh, very small. Within that period three or four. 
I could not without checking accurately from the record tell you, but 
there are very few declinations. 

Mr. Casey. How do the nonconference lines quote their rates? Do 
they stay a little under ? 

Mr. De Groote. We do not have their tariffs on file. We must rely 
upon the information supplied by the shipper or the receiver and in 
every instance it is below the conference rate. 

Mr. Casry. Does it seem to take a pattern of a certain percentage? 
In other words, are you setting the rate, so to speak, that they go by? 

Mr. Dr Groore. The pattern seems to be approximately 10 percent 
below the conference rate. 

Mr. Casey. Do you havea dual rate system ? 

Mr. De Groore. No, sir. 

Mr. Casey. It isstrictly one rate? 

Mr. DeGroore. Yes, sir. 

Mr. Casrey. Do you require a 100-percent patronage contract from 
your shippers ? 

Mr. De Groore. At the present time we do not have a dual-rate 
system, a contract system. In establishing a rate it is our hope that 
the shipper will patronize the regular conference lines due to the 
stability of rates and the sailings that we offer. 
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Mr. Casey. In other words, you are soliciting your business pri- 
marily upon stability of rates, regularity of service, and the type of 
service that you perform ? 

Mr. De Groorr. Yes, sir. 

Mr. Casey. Based on that, just how are your conferences doing with 
reference to the amount of trade that they are obtaining ? 

Mr. De Groorr. At the present time, Mr. Casey, you appreciate that 
we have only been open for 1 month. ‘The seaway opened on the 25th 
of April, and we have just passed the 1-month mark. 

The steamers arrived in Chicago and other ports the latter part of 
April or the first part of May a und no record has been given to me as to 
the tonnage. 

Mr. Casey. You really have not had a good chance to see how it is 
going to work out; is that right ? 

Mr. De Groote. That is right. 

Mr. Casey. What was the incentive for these lines to join together 
in a conferenc e of this nature where you have no tie-in arrangement, 
and it is just a matter of getting together on a conference basis for 
service and stability of re ates? What was their incentive ? 

Mr. Dr Groore. W ell, prior to the opening of the enlarged seaway 
the steamers were of the smaller type, under 256 feet. The regular 
lines as they joined the conference all the way from 1946 on up to 
the present time operated these small steamers and joined in the con- 
ference for the stability of rates and were in position to take approxi- 
mately 1,000 to 1,400 tons out of the various lake ports per steamer 
until they reached Montreal because of the draft through the seaway, 
and their j Joining together was merely for the stability of rates so that 
shippers in the Middle West would know what they could obtain via 
the Great Lakes route. 

Mr. Casry. Was it not also so that they would have a stability in 
their own business to know that someone was not going to come and try 
to cut their throats? 

Mr. De Groorr. Yes; definitely that is a factor. 

Mr. Casey. How long do you think you will have to operate before 
you will know just how successful this type of operation will be ? 

Mr. De Groote. Well, the operation has been more or less successful 
up to this point with the smaller vessels. 

Now, with the increased space that is available on these steamers, it is 
going to take a little while to see just what the 1959 opening of the 
enlarged seaway will do for us. 

Mr. Casey. Have these nonconference lines at this point given you 
too strong a competition, or, in other words, has it been such a threat 
that you have considered lowering your rates to try to meet it? 

Mr. De Groore. On occasion, yes, sir. Having developed the trade 
and so forth, we endeavored to point out to the shippers that, were 
it not for the regular lines, perhaps they would not be in position to 
compete in some areas for the cargo that we are handling for them. 

Mr. Casey. But it has not gotten to the point where you have had 
to start trying to cut rates below a compensatory return in order to 
meet this competition ¢ 

Mr. De Groore. Well, that I cannot say as to the compensatory re- 
turn. We have this Poseidon Line, a very vital factor. They are 
foreign flag just like the lines that I represent and they have announced 
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this year that they are coming in with more sailings, and everytime 
that they have a sailing it takes tonnage away from our regular lines, 

Mr. Casey. Do you think that you are going to have to ask for a tie-in 
arrangement in order to keep the conference going ? 

Mr. De Groorse. I would say yes. Eventually we would require pro- 
tection against these outsiders if we are going to maintain the regular 
service of the various lines. 

Mr. Casey. What type of tie-in arrangement do you think is going to 
be necessary for you to stay in giving the type of service you prefer 
to give? 

Mr. De Groorr. The dual rate system in operation in the past should 
work satisfactorily. The exclusive patronage feature is what is im- 
portant to regular steamship lines. 

Mr. Casey. Do you think it is going to be necessary for you to have 
the 100-percent exclusive patronage feature ? 

Mr. De Groore. I do not see how we can operate without it. We 
must have the patronage of the shippers in order to permit these 
lines to offer regular sailings. 

Mr. Casey. You do not think that any percentage less than 100 per- 
cent would be effective ? 

Mr. De Groore. I want 100 percent. 

Mr. Casey. I know that is what you want, but I asked you, what 
percentage do you think would make it effective? 

Mr. De Groore. I would like to have it all, Mr. Casey. 

Mr. Casey. I know that you would like to have it all, but do you 
think that anything less than 100 percent would make your conference 
tie-in arrangement effective so that you would get sufficient cargo in 
order to maintain the service that you now maintain without any? 

Mr. De Groote. 100 percent. 

Mr. Casey. I will pass for now. 

Mr. Garmartz. In these conferences that you represent, do you oper- 
ate basically the same as the other conferences having American ships 
that do not have the contract system ? 

Mr. DeGroorr. Mr. Garmatz, I have not had the privilege of 
visiting these other conferences. I would say we are patterned after 
them as far as our handling of rate applications, the publication of 
tariffs with the Federal Maritime Board, all of the things necessary 
within a conference. 

Mr. Garmatz. Is there any reason why there have been no Ameri- 
can ship lines in your conferences ? 

Mr. De Groorr. Well, there are three applicants, I understand, 
now looking for trade route 32 to Europe and the United Kingdom. 
Up to this point there have been no Americar-flag ships primarily, 
I would say, because they did not have the smaller vessels. 

Mr. Garmatz. Well, if I gather correctly, some of this new compe- 
tition will probably be larger ships. Is there a chance that any of 
these member lines in your conference will build larger ships to 
meet this competition ? 

Mr. De Groorr. Yes, some of the lines have already done so. You 
may have seen the publicity in yesterday’s papers where one line 
brought in the Makefjell and she was cut in two and lengthened in 
order to give her additional cargo space. Others have built steamers 
entirely for the seaway trade. 
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Mr. Cowen. You mentioned, sir, that one of your lines originated 
service in 1932 and another in 1936 and that the others came in since 
World War II. When did these independent lines first begin service? 

Mr. De Groote. Well, having only been with the conference since 
1958, I am not too clear on that. They began to show steamers in 
the lakes during 1958 although this one line may have had some in 
1957. In 1958, they were definitely in the picture. 

Mr. Cowen. Well, would you say for a fact whether or not they 
were here prior to that time, sii? 

Mr. De Groorr. Without checking, I could not answer you. 

Mr. Cowen. Now, one of your conferences was formed in 1946, 
the other two in 1953. During that period of years all have operated 
with no dual rate system ? 

Mr. De Groorr. No dual rate system is right, sir. 

Mr. Cowen. So that, would you say it is a fact that without the 
dual rate system they have prospered and grown ? 

Mr. De Groorr. Without the outside competition they have pros- 

ered and grown. 

Mr. Cowen. And you know that certainly since last year there has 
been competition ? 

Mr. DeGroore. Yes, sir. 

Mr. Cowen. All right, sir. 

Last year with competition, was business better, worse, or on par 
with what it had been in 1957 prior to the new competition @ 

Mr. De Groore. Without checking the records, I would say it was 
not good last year. 

Mr. Cowen. For the independent lines as well as your conference ? 

Mr. De Groore. I cannot speak for the independent lines. I do 
not know. 

Mr. Cowen. That isall. Thank you, sir. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zincke. I have no questions. 

Mr. Casey. I have one more question. 

Mr. GarMaATz. Yes. 

Mr. Casey. Should you today be granted the right to use the dual 
rate and the contract system, would your contract rate be the rate you 
are charging now or would your noncontract rate be the rate you are 
charging now ¢ 

Mr. De Groorr. It would be necessary for me to confer with the 
lines in connection with that, Mr. Casey. I could not say whether 
it would be the present tariff level or something below it. 

Mr. Casry. Have you worked with any other conference besides 
thisone? My memory isa little hazy on that. 

Mr. Dr Groorr. My association with Luckenbach Steamship Co. 
enabled me to sit in on conference meetings for that line but bear 
in mind that they were a domestic operator. Their rates came un- 
der the jurisdiction of the Interstate Commerce Commission and not 
under the Federal Maritime Board as we have it now in foreign 
trade. 

Mr. CAsry. Now, in making rates for this conference, do you have 
something to say on it or can you advise the lines on the rates? 

Mr. Dr Groote. Not as to the level of the rates; no, sir. We make 
all the analyses and put out the information to the member lines as 
to what our study develops. 
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Mr. Casey. You would not hazard a guess, then, as to what your 
contract rate would be, whether it would be the same as what the 
rate is now or whether the rate that you charge now would be the 
noncontract rate ? 

Mr. De Groote. No, I would not, Mr. Casey. 

Mr. Casey. That is all. 

Mr. Garmatz. If one of your customers applies for a reduction in 
rate and he is refused, what happens? 

Mr. Dz Groote. The shipper in question makes the request on the 
conference for a reduction which we put out to the member lines, 
Now, what the vote reveals, whether it is declined or approved, is 
always referred to the shipper, to the applicant. 

If the rate is refused, they have recourse to submitting additional 
information. IE it is too severe, they could go to the Federal Mari- 
time Board and they could work with us to see whether or not a 
settlement could not be made to assist this shipper. 

Mr. Garmatz. Outside of the Maritime Board they had no redress 
until the independent operator came into the picture, is that right? 

Mr. De Groots. No, I would not say that. If a man has a good 
clear case, where he can secure some tonnage in foreign trade at a 
low er rate, our lines will listen to him. 

Mr. Garmatz. Thank you very much. 

Mr. De Groore. Thank you. 

Mr. Garmatz. There being no other witnesses here, the meeting 
will adjourn and further hearings will be held at a later date in 
Washington set by Chairman Bonner. 

(Wher eupon, at 11:10 a.m., the subcommittee recessed, subject to 
the call of the Chair.) 
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TUESDAY, JUNE 9, 1959 


House or REPRESENTATIVES, 
SpectAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MercuHant Marine AND FISHERIES, 
San Francisco, Calif. 

The subcommittee met at 10 a.m., pursuant to call, in the hearing 
room, California Toll Bridge Authority Building, San Francisco, 
Calif., Hon. Edward A. Garmatz presiding. 

Present: Representatives Garmatz, Downing, Casey, Johnson, and 
Mailliard. 

Present also: Representatives Miller and Shelley. 

Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel. 

Mr. Garmatz. The meeting will please come to order. 

This hearing here in San Francisco will be the final field study 
made by this subcommittee on the problems confronting it. We felt 
that no study would be complete without meeting in this great city 
of the west coast and the known gateway to the oriental trade. We 
have found that each section of our country has problems which are 
unique and that importers, exporters, steamship conferences, inde- 
pendent lines all have troubles which arise and which, of course, 
necessitate careful consideration in order to arrive at a solution. 

Our subcommittee and the staff have given much thought to these 
problems which have arisen out of our maritime field. 

It is our feeling that from these hearings and the study which we 
have undertaken the Congress will be able to bring out legislation 
which will prove of value to our foreign trade and which will cer- 
tainly continue to afford the United States a merchant marine which 
is second to none among the maritime nations of the world. 

At this time I would like to thank the people who are here and 
who so ably are giving the committee the benefit of their time and of 
their experience in halving us to arrive at a solution of the problem. 
Our committee could not have functioned had it not been for the 
people who have appeared before us and give. us their views on this 
subject. 

Before we call on the first witness, I would like to introduce the 
members of the committee and the staff. To my left is Mr. Mailliard, 
from California. To the left of him are Mr. Cowen and Mr. Zincke, 
counsel to the committee. To my right are Mr, Downing, from Vir- 
ginia; Mr. Casey, of Texas; Mr. Johnson, of Maryland; and Mr. 
Miller, one of your own boys from California, who is also a member 
of the Merchant Marine and Fisheries Committee. 
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Our first witness this morning will be Mr. V. A. Bordelon, traffic 
commissioner of the transportation division, Los Angeles Chamber 
of Commerce, Los Angeles, Calif. 

Mr. Bordelon? 


STATEMENT OF V. A. BORDELON, TRAFFIC COMMISSIONER, TRANS- 
PORTATION DIVISION, LOS ANGELES CHAMBER OF COMMERCE, 
LOS ANGELES, CALIF. 


Mr. Garmatz. Before you start, I would like to say that we have 
quite a number of witnesses here for the 3 days that we have allotted 
for the committee to be here. We want to try to give them all a fair 
chance and an opportunity to express their feelings about the matter. 
We will ask that all the witnesses, if they will, please, try to be right 
to the point, as close as possible to the things that are important 
in their statements. We will try to get to the meat of the statement 
and save time. 

Mr. Borpeton. My name is V. A. Bordelon. My address is 404 
South Bixel Street, Los Angeles 54, Calif. I hold the full-time posi- 
tion of traffic commissioner, transportation division, with the Los An- 
geles Chamber of Commerce. My employment with the Los Angeles 
Chamber of Commerce began in February 1958. Immediately prior 
to that time I was a freight traffic consultant with the Carmichael 
Traffic Corp. I have lived in the Los Angeles area since 1938 and 
have been engaged exclusively in the transportation field since 1934, 
with exception ‘of a period of 3 years during World War II, during 
which time I was assigned with the U.S. Army Transportation Corps. 

My present duties “with the Los Angeles Chamber of Commerce 
deal exclusively with transportation matters, consisting chiefly of 
executing the transportation directives of the Board of Directors and 

carrying out the instructions of the chamber’s maritime and freight 
traflic committees. My appearance today is on behalf of the Los 
Angeles Chamber of Commerce. 

The Los Angeles Chamber of Commerce is a nonprofit community 
development organization incorporated under the laws of the State 
of California, with principal offices located at 404 South Bixel Street, 
Los Angeles 54, Calif. 

The membership of the Los Angeles Chamber of Commerce com- 
prises some 5,000 firms and individuals, many of whom utilize the 
services of steamship carriers not only in intercoastal and coastwise 
service but also between Pacific coast ports and the several major 
ports throughout the world. 

Position of the Los Angeles Chamber of Commerce: 

For many years prior to May 19, 1958, certain steamship confer- 
ences maintained a so-called contract/noncontract rate system (or 
dual rate system) under consideration in these proceedings. 

On May 19, 1958, the U.S. Supreme Court issued their now famous 
decision in the /sbrandtsen v. United States case. Prior and subse- 
quent to the Supreme Court decision considerable testimony has been 
given in favor of and in opposition to the subject. 

Inasmuch as the dual system of rates have continued i in effect for 
numerous years, the May 19, 1958, decision of the U.S . Supreme 
Court had a profound and sw eeping effect upon the social, economic, 
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and political course of events in the United States. Because of the 
serious effects of the Supreme Court decision, the president of the 
Los Angeles Chamber of Commerce, on June 12, 1958, sent the fol- 
lowing telegram to the Honorable Warren G. Magnuson, chairman, 
Senate Interstate and Foreign Commerce Committee, and the chair- 
man of this honorable group Herbert C. Bonner, chairman of the 
House Merchant Marine and Fisheries Committee : 

In accordance with its policy of supporting the retention of equitable freight 
rates the Los Angeles Chamber of Commerce supports Senate bill No. 3916 and 
House bill No. 12751, or similar bills, which have as their purpose supporting 
the retention of the dual system of rates presently in effect by water carriers. 
Such dual rate systems have proven essential in maintaining an equality of 
rates between large and small volume shippers and the stabilization of these 
rates. We urge your support of this legislation which will provide a stopgap 
and afford a reasonable period of time for investigation. 

In the 2d session of the 85th Congress, legislation was approved 
which permitted the continuation of the dual system of rates for an 
interim period of time which has allowed this honorable body to 
institute these current investigations. 

The dual system of rates, here concerned, is not peculiar to the mari- 
time industry alone. At least three other countries, Canada, England, 
and France, presently have such a system involving surface trans- 
portation. Its apparent success has been recognized by the major 
railroads of the United States who have recently published, with the 
Interstate Commerce Commission, a similar method of pricing trans- 
portation. A large segment of the shipping public has indicated their 
endorsement of such a program. 

However, similar to the steamship conference rates, objection has 
been made to the railroad proposal by competitors. Tomy knowledge, 
not one shipper, thus far, has complained to the Interstate Commerce 
Commission of the railroad proposal. 

Transportation plays a most vital role in the lives of every Ameri- 
can and is responsible for the development of communities and the 
economic structure of these United States. In the past 50 years trans- 
portation has been one of the greatest driving forces in the building 
of this great empire, And we cannot retrogress now to the days of 

“fiohting ships” and the use of deferred rebates. 

Fora “shipper to retain his business or to expand into new markets 
he must have strong, sound, and most of all, stable transportation, 
rates, charges, and services at hiscommand. In the quoting of prices 
or the placing of bids he must know not only what his rates are now 
but what they will be 30 to 60 days hence. It would appear that the 
steamship conference and its system of dual rates provides the shipper 
with this necessary stability. 

One of the basic objectives of the Maritime Committee of the Los 
Angeles Chamber of Commerce is to foster, promote and support an 
American merchant marine adequate for our national security and 
economic welfare. This cannot be accomplished by cutthroat com- 
petition or instability in the freight rate structures of the steamship 
operators carrying the cargoes of this great Nation. 

For the successful operation of any business it is incumbent for not 
only the buyer but also the seller to ‘know far in advance, what pr ice 
is to be paid for the service. In water transportation, the same as in 
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other modes of transportation, buyers and sellers should not constantly 
be required to barter as to price and/or service. 

The Shipping Act of 1916 sets forth certain regulations governing 
transportation by water. The Federal Maritime Board has promul- 
gated other rules and regulations. However, regardless of all the 
mass of regulation it still appears necessary, to a large extent, for the 
water carriers to find ways and means for self-regulation. ‘Toward 
this end, conferences have testified to the effect that dual rates are the 
least objectionable and at the same time the most equitable method of 
giving shippers the service and rate stability necessary to maintain 
a healthy business climate. 

It is imperative in a free enterprise system to have access to rates, 
charges, rules, and regulations which are equitable to the small shipper 
as well as the large. In the system of dual rates, no distinction is 
made, thereby placing the small shipper in a competitive position with 
the largest of shippers. 

The same may be said with respect to desirable versus the non- 
desirable cargo. Under the dual rate system the nondesirable cargo 
receives the same benefit as does the desirable cargo. 

In addition to maintaining stability of rates, one of the most impor- 
tant prerequisities of transportation necessary to the shipper is that 
of frequent and reliable service. He cannot normally wait for 6 
months while a ship is reaping its harvest in other trade routes. The 
conference system provides the shipper with a scheduled continuity of 
service and assures him of reaching his destination at market time. 
This is most vital to both large and small shippers. 

The conferences and their system of dual rates prohibit the charging 
of under-the-table rates and the maintenance of secret agreements with 
the large favored shippers, which were so prevalent in the late 1800’s 
and early 1900’s. Such favoritism could only result in the extermina- 
tion of the small shipper and also the shipper of nondesirable cargoes. 

It is difficult to understand the reasoning for the severity of attacks 
made upon the steamship conferences’ system of dual rates. No ship- 
per is compelled to utilize the services of a conference carrier at any 
time. A shipper is entitled to use the services of any carrier serving a 
trade route. If he desires he may take his chances on the rates and 
services of a nonconference line, even on a year around basis if he 
can find such a nonconference carrier. 

On the other hand, a nonconference carrier may charge whatever 
rates he so desires—even below the conference dual rate. Further- 
more, such carrier, if reliable, may join a conference if he agrees to 
abide by the rules and regulations promulgated by the majority mem- 
bers of the conference. 

It would appear, therefore, that any change in present rate struc- 
tures would materially curtail the present freedom shippers have in 
the selection of a dual rate, regular rate, or nonconference carrier rate. 

Competition and free enterprise have been the foundation on which 
this Nation was built. It is our opinion that the conference system of 
ratemaking permits aggressive competition between a small carrier 
and a large carrier. With identical rates, carrier service and sales 
ability become the competitive factors. 

As I have previously stated, it is one of the basic objectives of the 
Maritime Committee of the Los Angeles Chamber of Commerce to 
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foster, promote, and support an American merchant marine adequate 
for our national security and economic welfare. In our opinion, the 
elimination of present systems of ratemaking would result in rate 
wars and chaos in the shipping industry. Obviously such result 
would be disastrous to the national security and economic welfare. 
In the event of a rate war, cutthroat competition and/or “fighting 
ships” it is the shipping public who ultimately pays the bill and is 
often further penalized by curtailment or complete abandonment of 
theretofore reasonable services. 

In our opinion a strong and healthy merchant marine can thrive only 
on stable rates and rates which are equitable to both carriers and ship- 
pers alike. Equitable, stable rates may not be maintained in a rate 
war. 

Conclusion : It is the opinion of the Los Angeles Chamber of Com- 
merce that with proper enforcements upon both shippers and carriers 
the conference system of dual rates will best serve the interests of 
the shipping public and the carriers as well as the national defense 
and welfare. 

Mr. Garmatz. Mr. Mailliard? 

Mr. 5 eee arD. Thank you, Mr. Chairman. 

Mr. Bordelon, the Los Angeles Chamber of Commerce obviously 
represents the general business community rather than the transpor- 
tation end of it in particular. Do you feel that the conclusion that 
you state here would be supported ‘by the members of the chamber 
who are primarily shippers rather than in the shipping business 4 

Mr. Borveton. I believe generally, yes, they would, sir. 

Mr. Matiuiarp. I notice that you ‘speak throughout your statement 
of the maritime committee. I assume that this position is approved 
by your board of directors ? 

Mr. Borpevon. Sir, there is no position assumed by the chamber 
without the approval of the board of directors. They are the only 
ones that can speak for the chamber of commerce. 

Mr. Maiiuiarp. Coming to your stated conclusion and with some 
emphasis on the words “with proper enforcements upon both shippers 
and carriers,” are you in a position to enlarge on what those enforce- 
ments ought to be? 

Mr. Borpeton. Not to any degree; no, sir. I believe that, with 
proper regulations applicable to both shippers and carriers alike, the 
conference system is the proper method. I believe to a large degree 
we presently have proper regulations and enforcements. 

Mr. Marmu1arp. But your committee or your chamber in Los Angeles 
have not given any attention to perhaps what form legislation should 

take or what provisions should be in it ? 

Mr. Borpeton. No, they did not, sir. 

Mr. Mariurarp. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Downing. 

Mr. Downrna. Mr. Bordelon, are you personally familiar with the 
dual-rate system and the conference system ? 

Mr. Borpeton. To a minor degree ; yes, sir. 

Mr. Downina. Have any complaints been registered against the 
conference system here on the west coast ? 

Mr. Borpeton. Do you mean the conference system generally ? 

Mr. Downrna. Generally or specifically. 
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Mr. Borpeton. Well, generally speaking, there have been the usuai 
types of complaints regarding tariffs as an example, the unavail- 
ability of tariffs. Beyond that, there has not been any great com- 
plaints; no. 

Mr. Downtnec. How many conferences serve the Los Angeles area? 

Mr. Borneton. I have no idea, sir. 

Mr. Downtne. That isall. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. You make reference to the surface carriers, the railroads 
having recently published with the Interstate Commerce Commission 
a similar method of pricing transportation. Are you familiar with 
the proposal that they have made to the Interstate Commerce Com- 
mission ¢ 

Mr. Borpeton. Toa minor degree; yes, sir. 

Mr. Casry. Do they propose a 100-percent patronage proposition ¢ 

Mr. Borpeton. I believe it is 90 percent, sir. 

Mr. Casey. Do you think that it would be more equitable to have 
something less than 100 percent patronage on the conference shipping 
of ocean transportation ? 

Mr. Borpeton. Well, possibly it would under certain conditions, 
depending on the condition in the trade route. 

Mr. Casry. Do you think that conditions in each individual trade 
route would have something to do with whether it should be 100 per- 
cent or less than 100 percent ? 

Mr. Borpeton. Yes, sir. 

Mr. Casey. How about this particular area of Los Angeles; what do 
you think of that? Would you care to express an opinion ? 

Mr. Borpeton. I would not care to express an opinion. 

Mr. Casey. You are not familiar enough with it to express an 
opinion ? 

Mr. Borpeton. That is right, sir. 

Mr. Casey. As I understand it, you have stated that you are just 
familiar with the conference system to a minor degree ? 

Mr. Borpeton. That is right, sir. 

Mr. Casey. And that, as a broad policy, your chamber feels that the 
conference system in some form with proper enforcement would be 
beneficial ? 

Mr. Borpeton. That is right. I might explain my position and 
that of the chamber. 

I am secretary to the maritime committee. This maritime commit- 
tee is composed of a cross-section of shippers and carriers. We have 
motor carriers. We have rail carriers on the maritime committee as: 
well as water carriers, shippers, and attorneys. 

I present to the maritime committee matters such as the dual rates. 
These matters are discussed pro and con. We might have 2 meetings 
or we might have 10 meetings on a given subject. 

Then, as I say, the committee kicks it back and forth and comes 
up with a recommendation. We first give it to an advisory commit- 
tee, who discuss it, and then it goes to the full committee. The full 


committee then discusses it and comes up with a recommendation to- 
the board of directors. 
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Now what I have included in my testimony are some of the factors 
brought out in our committee meetings between the people that are 
well acquainted with dual rates and with conferences. 

Following the recommendation to the board of directors, the board 
of directors then also discusses the matter pro and con and ‘then takes 
a vote either to support or oppose it. 

Mr. Casey. The point I am trying to make, Mr. Bordelon, is that 
you are in no position to answer any specific question or ¢ any specific 
stand on any detailed matter in this. All you are doing is just ex- 
pressing a broad opinion of the chamber that after their meetings 
they feel that some stability of rates in the conference system in some 
form seems to be the best method of maintaining stability of rates; 
isthat right? 

Mr. Borveton. That is right, sir. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. You come forward today stating that your chamber 
represents approximately 5,000 firms and individuals; is that correct? 

Mr. Borpeon. That is right, sir. 

Mr. JouHnson. It is not clear to me as to whether or not those indi- 
vidual firms were personally contacted as to the position ultimately 
taken by the executive committee. 

Mr. Borpeton. No; they were not, sir. 

Mr. Jounson. You have never had a poll, then, of the firms or in- 
dividuals who are members of your chamber of commerce in respect 
to the conference or dual-rate system ? 

Mr. Borpeton. No; we have not, sir. 

Mr. Jounson. Then how can you state that this view which you 
set forth represents a views and decisions of the 5,000 firms? 

Mr. Borpeton. Sir, I do not see that stated here anyplace. 

Mr. Jounson. You state on page 2 of your prepared statement that 
the “chamber of commerce comprises some 5,000 firms and indi- 
viduals.” 

Mr. Borpeton. Yes sir. 

Mr. Jounson. Which certainly would indicate that you are speak- 

ing for the chamber and in turn for the 5,000 firms and individuals. 

Mr. Borveton. There is no statement, I believe, here sir, that I am 
representing 5,000 firms or individuals. I am representing the cham- 
ber of commerce, who have the authority, through their board of di- 
rectors, to establish a position, which supposedly represents the 5,000 
firms and individuals. That is true. 

Mr. Jounson. What I want to get is whether the 5,000 firms in 
membership have actually been contacted through a poll or through 
personal contact, or both, to get an expression from them on this sub- 
ject matter. 

Mr. Borpeton. No; they have not, sir. 

Mr. Jonnson. In your st: itement you of course advocate the con- 
ference system as well as the tie-in of the dual rate. 

Mr. Borpeton. That is right. 

Mr. Jounson. But nothing is stated giving any suggestion that 
this committee could consider which would improve the conference 
system; is that correct ? 

Mr. Borpeton. That is right, sir. 
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Mr. JomNnson. So that you come forward today with no suggestion 
as to any improvement over the existing system ? 

Mr. Borpeton. That is right, sir. 

Mr. Jounson. I have one further question. I believe you stated 
that you have heard no complaints in your area as to the conference 

system or the tie-in of dual rates? 

Mr. Borpeton. No, sir, I have not so far as the dual rate tie-in. As 
I testified a few moments ago, there has been some discussion and 
some objection to the fact that tariffs are not always available from 
the conferences. 

Mr. Jounson. We have had previous testimony, particularly from 
the Los Angeles area, that the shippers would frequently designate 
nonconference lines in the transportation of their goods. 

Can you give us any information as to whether that does occur 
frequently in your area ¢ 

Mr. Borpveton. I cannot, sir. 

Mr. JouHnson. I have no further questions. 

Mr. Garmarz. Mr. Miller. 

Mr. Mituer. I have no questions, thank you. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Mr. Chairman. 

Mr. Bordelon, are you familiar with an ordinary dual rate 
contract ? 

Mr. Borpeton. No, Iam not. 

Mr. Cowen. Do you know, sir, that out of the conferences operat- 
ing, more than one-third of the conferences do not use a dual rate 
system ¢ 

Mr. Borpeton. I understand that, yes. 

Mr. Cowen. Did you differentiate between one using a dual rate 
and one using a noncontract rate system as to whether one provides 
more stability than the other? 

Mr. Borpeton. The conference carrier publishes his tariffs. He 
publishes service; that is, ports of call, his time schedules, where nor- 
mally a nonconference line does not. 

Mr. Cowen. I did not ask that, sir. I asked you to differentiate 
as to the regularity of service and st ‘bility of rates between a con- 
ference that does not use the dual rate system and a conference that 
does use it. 

Mr. Borperon. I do not. know that there is a great deal of difference 
so far as service and rates. 

Mr. Cowen. Then, sir, your telegram that you sent last year, that 
you set out on page 3, in which you say: 

Such dual rate systems have proven essential in maintaining an equality of 
rates between large and small volume shippers and the stabilization of these 
rates— 
would prove true with a conference that did not use a dual rate 
system, would it not? 

Mr. Borpveton. It is possible. I believe it depends again on your 
trade route. I believe it also depends upon competition between 
water carriers. 

I believe there have been instances where a group of conference 
carriers or a conference has commenced where there was no noncon- 
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ference carrier involved and, after the business was developed, other 
lines did come in. 

Does that answer your question ? 

Mr. Cowen. Frankly, not too well, sir. 

Mr. Borpeton. Not too well 4 

Mr. Cowen. What I am getting at, sir, is that a conference is 
brought into being through the approv al of the Federal Maritime 
Board. 

Mr. Borpevon. Right. 

Mr. Cowen. To be brought into being it must provide regular 
service. 

Mr. Borpeton. Right. 

Mr. Cowen. And so-called stable rates ? 

Mr. Borpeton. Right. 

Mr. Cowen. Then a conference using a dual rate system and a con- 
ference using a noncontract, nondual rate system, both have the same 
obligation to the shipper and to the Federal Maritime Board. 

Mr. Borpeton. That is right, sir. 

Mr. Cowen. Therefore, there is no distinction between them. 

Mr. Borveton. So far as service and equality or stabilization of 
rates, no. 

Mr. Cowen. I note that you say on page 4, in the second paragraph: 

In the quoting of prices or the placing of bids he must know not only what his 
rates are now but what they will be 30 to 60 days hence. 

In every instance, does a conference notify a shipper of a proposed 
rate increase, to your knowledge? 

Mr. BorveLon. To my know ledge, they do not at al] times, no. 
There again it is a matter of having your tariffs available. If ship- 
pers had them they would, through their supplements, be notified in 
that manner ; but under today’ s conditions, no. 

Mr. Cowen. And under the same obligation to the Federal Mari- 
time Board, a conference using the nondual rate system has the same 
obligation, does it not ? 

Mr. Borpeton. That is right. 

Mr. Cowen. I note on page 5 you say, in the first paragraph: 

Toward this end, conferences have testified to the effect that dual rates are 
the least objectionable and at the same time the most equitable method of giving 
shippers the service and rate stability necessary to maintain a healthy business 
climate. 

Again, a conference using a nondual rate system has the same aim and 
obiective, does it not ? 

Mr. Borveton. I would say SO, yes. 

Mr. Cowen. Of course, continuity of service applies to a nondual 
rate conference as well as to a dual rate conference ? 

Mr. Borpeton. Yes. 

Mr. Cowen. I have no further questions. 

Mr. Garmatz. Mr. Zincke. 

Mr. ZincKe. I have no questions, thank you. 

Mr. Garmatz. Thank you very much, Mr. Bordelon. 

Mr. Borpeton. Thank you, sir. 
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STATEMENT OF WILLIAM C. GALLOWAY, CHAIRMAN, PACIFIC 
WESTBOUND CONFERENCE, SAN FRANCISCO, CALIF. 


Mr. Garmatz. Mr. Galloway. 

Mr. GatLtoway. My name is William C. Galloway. I am chairman 
of the Pacific Westbound Conference, the Australia-New Zealand 
Freight Conference, and chairman of the Pacific Coast Committee of 
Inward Steamship Lines, the headquarters and offices of which are 
in San Francisco. My appearance before your committee is, however, 
on behalf of the Pacific Westbound Conference. 

I will attempt to avoid insofar as possible the repetition of testi- 
mony which this committee has already heard from other conference 
chairmen. In this regard, however, I would wish to state that the 
testimony of these other conference chairmen citing the need for 
legislation that will assure a continuation of the conference system 
of ratemaking, as well as practical and effective tying arrangements 
between shippers and the steamship conferences, is fully supported 
by the members of this conference. 

The Pacific Westbound Conference Basic Agreement No. 57 dated 
January 8, 1923, was approved by the U.S. Shipping Board June 26, 
1923. The trade area of this conference is from Pacific ports of the 
United States and Canada to Japan, Korea, Taiwan (Formosa), 
Siberia, Manchuria, China, Hong Kong, Indochina, Thailand, and Re- 
public of the Philippines. The present membership of the conference 
consists of 18 regular voting member lines, plus 1 regular member line 
who through suspension of service is not now entitled to vote, and 
14 associate member lines. Later in my statement I will distinguish 
between associate and regular member lines. Of the 19 regular mem- 
ber lines, 7 are American and 12 are foreign. (See appendix A for 
the names of our member lines and the flags under which they 
operate. ) 

This conference first established contract/noncontract rates in April 
1927 on a restricted list of commodities. This list of commodities was 
added to in subsequent years and since March 1935, contract/non- 
contract rates have been applicable on most of the cargo moving in 
our trade. At the present time we have in effect in excess of 4,000 
contract rate agreements with shippers. 


CONFERENCE MEMBERSHIP, REGULAR AND ASSOCIATE 


We have two types of membership consisting of regular members 
and associate members. The regular members consist of the steamship 
companies which operate liner services originating at Pacific coast 
ports. The associate members are steamship companies whose services 
originate at Atlantic or gulf ports, but which call and pick up addi- 
tional cargo at Pacific coast ports for discharge in the Orient. Origi- 
nally, the Atlantic/gulf ships called at Los Angeles primarily for 
bunkers for the transpacific voyage, but later they began loading 
unfilled space at Los Angeles, San Francisco, and other Pacific ports. 
The cargo so loaded is usually only a small part of the vessel’s capacity, 
and the practice is known as “topping off.” 

The history, purposes, and operation of these two types of member- 


ship were considered by the Federal Maritime Board and approved 
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in docket 645, which is reported in volume 2, U.S. Maritime Commis- 
sion Reports, page 775. Although agreement 7790 was never made 
effective, its provisions for associate members were similar to those 
now in effect. Associate members are not entitled to vote, do not 
pay an admission fee, are not called upon to put up a good-performance 
bond, and, except for a small sailing fee, do not pay any part of the 
conference expenses. However, they are entitled to the benefit of the 
conference contracts with shippers, which contracts provide for lower 
rates for shippers who agree to give their exclusive patronage to the 
conference lines. Furthermore, associate members may attend meet- 
ings and are kept advised of all conference proceedings and receive 
all tariffs and conference circulars, as well as the minutes of the 
conference meetings. 


LOCAL AND OVERLAND TARIFFS 


Pacific Westbound Conference publishes two tariffs. One is for 
local traffic originating on the Pacific coast, including all of Cali- 
fornia, Oregon, Washington, Arizona, Nevada, Utah, Idaho, Mon- 
tana, and Wyoming, and points in Canada west of the Saskatchewan- 
Manitoba boundary line. The other tariff, known as the overland 
tariff, covers traflic originating east of those points which moves 
on through railroad export bill of lading via Pacific coast ports. 
The members of this conference compete with members of the Far 
East Conference on cargo originating at such interior points as Chi- 
cago, Ill., which is destined to common oriental markets. In order 
for the Pacific coast lines to obtain any of this common-territory traffic, 
the combination of rail and water rates via Pacific coast ports must be 
competitive with the rail and water rates applicable through Atlantic 
or gulf ports. It is for this reason we publish a separate overland 
ocean tariff naming rates somewhat lower than those applicable to 
cargo of local origin. 


NONCONFERENCE COMPETITION 


There are at present two nonconference liner services which operate 
a joint service under the name of Pacific Ocean Line in the Pacific 
westbound trade. In addition, our members experience severe com- 
petition from charter vessels and tramps, a large number of which 
operate out of both Northwest and California ports carrying grain, 
lumber, flour, iron ore, and reaching out for other cargoes which may 
be available. There is also continuous nonconference competition 
by fishing vessels and other ships that have brought to the Pacific 
coast full cargoes from the Orient and rather than return to the Orient 
in ballast, they solicit general cargo and have succeeded in inducing 
some contract shippers of Pacifie Westbound Conference to breach 
their contracts with the conference. 

When we have endeavored to confront. our contract shippers with 
reference to a breach of their agreement through their having shipped 
on these nonconference vessels, they have invariably claimed that the 
terms of sale involved were f.o.b. or f.a.s. and that they, the shipper, 
therefore had only followed the buyer's instructions in shipping on 
the nonconference vessel. It is difficult to reconcile these contentions 
with the fact that the same shippers and buyers, with reference to the 
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major portion of their cargo have shipped on conference vessels under 
the usual export terms of c.i-f. or c.&f. It would, accordingly, appear 
that the use of f.o.b./f.a.s. terms when a nonconference shipping op- 
portunity is available is merely a subterfuge to circumvent the terms 
of the shipper’s contract with this con ference. 

I believe it is essential for the conferences to have effective binding 
agreements with shippers on the Pacific coast and to be given the nor- 
mal right to enforce the contract. In recent years, while the great 
majority of shippers who have contracts with us have faithfully ad- 
hered to them, we have had more than a few instances in which ex- 
porters or importers who have agreed to make all their shipments by 
our conference carriers have adopted artifices of one kind or another to 
cover up the fact that they are making a shipment on a nonconference 
vessel. In some instances, shipment has been made in the name of a 
forwarder or a fictitious name. In other instances, the terms “f.o.b.” 
and “f.a.s.” have been misused to avoid the conference contracts. Our 
inability to take a strong position in recent years in regard to the 
enforcement of our contracts has been damaging to the conference 
and has also been a matter of great concern to our loyal shippers. 


PREPARATION OF CARGO STATISTICS 


One of our most important and widely used tools is our current sta- 
tistical reports covering the movement of cargo in our trade. Member 
lines furnish the conference office not later than 30 days after the 
close of each calendar month a detailed report of their individual 
cargo carryings shown separately for each tariff commodity item 
from each of the five Pacific coast loading areas to each of the seven 
principal Orient discharge areas. The conference staff after check- 
ing each of the member line’s individual reports for possible error 
pass the reports to the Service Bureau Corp. (a subsidiary of IBM), 
which organization tabulates and prepares a recapitulation of the 
total of all lines’ carryings. The resulting complete statistical re- 
port is available for use by the conference “staff as well as the indi- 
vidual member lines within 45 days after the close of each calendar 
month. The value and widespread use of such current cargo statis- 
tics in the evaluation of shippers’ rate adjustment requests is, I am 
sure, evident to all. 


MEETING FOREIGN COMPETITION 


Some witnesses who have already testified before your committee 
have stressed the problem of meeting foreign competition in the ex- 
port trades. Your committee is, I am sure, concerned regarding this 
matter. I would like to tell you how the member lines of this com- 
ference who are equally cognizant of the seriousness of the problem 
endeavor to realistically ascertain what they as ocean carriers can do 
to assure that the volume of exports from this country are not only 
maintained, but increased to the highest level possible. 

Without in anywise meaning to be i improperly critical of our shipper 
friends, it is very often the case that a shipper i in submitting to us a 
rate reduction request does so on the basis that his foreign buyer has 
indicated that the delivered price quoted is either too high or is not 
competitive with the delivered price of the same article from a com- 
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petitive foreign source of supply. Because the ocean freight rate is 
one of the last cost factors added by the exporter in determining his 
delivered price, we can understand their tendency to consider that it 
is the level of the ocean freight rate that is making them noncom- 
petitive. 

I am sure you will, however, agree with us that the exporter be- 
fore requesting an adjustment in the ocean freight rate should prop- 
erly be expected to first test all components of the total f.a.s cost at 
U.S. port of export for his product versus his foreign competitors’ 
f.a.s. cost at their foreign port of export. 

This would include a critical analysis by them of manufacturing 
costs, sales expense, and, of course, the profit item. 

If this were done in all ‘ases, I am certain we would not receive 
as many requests as we do for downward adjustment in our ocean 
freight rates. 

With due regard to the foregoing, I would like to give you some 
idea just how far the members of this conference do go in their efforts 
to cooperate with shippers in meeting foreign ¢ ompetition. 

At the outset, we must regretfully concede that in many instances 
our ocean freight rates are higher than the ocean rate for the same 
commodity from a foreign source of supply to the Orient port of 
destination. “ One of the principal reasons for this is the fact that 
carriers serving U.S. west coast ports have higher costs for cargo 
handling, ships services, supplies, et cetera, than are paid by ocean 
carriers loading cargo at a foreign port. In the case of berth line 
package cargo, “it mi vy cost as much as $8 to $10 per ton more at the 
U.S. west coast port for the single item of receiving and loading the 

cargo aboard the vessel. 

It is equally true, of course, that the discharge costs at the Orient 
port of destination are the same for vessels that have loaded at either 
U.S. west coast ports or at a foreign port. It will, nevertheless, be 
readily seen that the ocean carrier loading cargo at a U.S. port must 
of necessity charge rates higher than the ocean carrier loading cargo 
at low-cost foreign ports. 

Reverting now to a rate reduction request citing foreign competi- 
tion as the : support, our first step is to confirm from the competitive 
tariff files we maintain just what the applicable ocean freight rate is 
from the competitive foreign port of shipment to the Orient port of 
discharge. Very often this check will confirm that our rate, for the 
reasons cited above, is somewhat higher than the ocean rate “chs irged 
by the carriers from the competitive foreign port. At this point, we 
must then come realistically to grips with all the component parts 
of the U.S. shipper’s delivered cost versus his foreign competitor’s 
delivered cost. We must determine to the extent possible, whether 
or not our shipper’s f.0.b. price of his product compares favorably 
with his foreign competitor’s f.o.b. price. Then, assuming the rate 
adjustment covers delivery to a point in the Philippine Is slands, one 
of our major export mi arkets, we then ascertain what import duty 
advantage the U.S. shipper enjoys versus his foreign competitor. 

At the present time and until January 1, 1962, cargo from the 
United States generally pays a Philippine import duty of 50 percent 
of the amount applicable to imports from other countries. 

In the case of relatively high valued merchandise, it will be readily 
seen that this duty advantage of the U.S. exporter may be very sub- 
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stantial. It is true, however, that in recent years in line with the 
development of national industry in the Philippines, a number of 
raw materials or products for processing in the Philippines enjoy 
equal or no import duties from all sources of origin, including the 
United States. The import duty, nevertheless, is a factor that must 
be carefully checked and in many instances the difference in import 
duty alone more than offsets the slightly higher freight rate from 
the U.S. loading port. 

In evaluating the true competitiveness of the foreign product 
versus the U.S. product, the matter of quality, specification, and sup- 
ply, as well as the ability to service the goods once they are delivered, 
are often important enough to offset somewhat higher delivered costs. 
As a sound test of the true competitive impact of the foreign versus 
the U.S. product, we subscribe to statistical reports published in the 
Orient and in addition, where required, we request a special report 
covering the import of the specific goods concerned from all origin 
sources, viz United States and foreign. Our request for this sta- 
tistical information is generally by cable and the cost of assembling 
or processing the data is borne by the members of this conference. 

When comparing this data with the statistics compiled by this con- 
ference covering the total export of goods in question handled by our 
members (this would be from all shippers of the product concerned 
and not only the goods shipped by the particular applicant) versus 
the data covering competitive imports, we very often find that there 
has been little or no volume of imports from the foreign source of 
supply, whereas there is a regular and substantial movement from 
the United States at current freight rates. If it is evident then 
that for one of the many reasons cited above, the goods from the 
United States are, in fact, competitive, the rate request in this in- 
stance would, of course, be declined as being without merit. 

By the same token if the data developed supports the need for 
a rate adjustment and the statistical report confirms there is a pene- 
tration of the market by the foreign supplier, an adjustment to the 
extent possible in our ocean rate is promptly made. In some instances, 
however, the competitive facts are such that even if our members car- 
ried the cargo free, the American exporter’s cost would be higher than 
his foreign competitor. 

The number and extent of reductions made by this conference since 
May 1, 1957, the last date on which any rates were increased, clearly 
indicates how far our member lines have gone in their efforts to as- 
sist shippers in marketing their goods in the Orient. According to 
our records, there have been downward adjustments of from 9 percent 
to 58 percent on 95 tariff items which represent 53 percent of the total 
cargo carried in our trade for the year 1958. These rate adjustments 
were in most instances made in order to improve the competitive posi- 
tion of U.S. exporters versus their foreign competitors. The commit- 
tee will, I am sure, realize the severe financial impact on our member 
lines as a result of these rate reductions when it is considered that for 
the period concerned the carriers’ cost of cargo handling and opera- 
tions generally have substantially increased and that rate increases 
rather than rate reductions would, therefore, normally be the order 
of the day. 

Before leaving the subject of meeting foreign competition, I must 
cite, as others before me have, the insurmountable problem of foreign 
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government import controls which restrict the movement of cargo 
from the United States. These import controls invariably have as 
their purpose the conservation of dollar exchange by the importing 
country. Such restrictions cannot be evaded through a reduction in 
price by the exporter or a reduction in rate by the ocean carrier. We 
are all, however, aware that these import controls are in many cases 
being circumvented through indirect shipment through third coun- 
tries, and, ironically, in such cases the total ocean freight paid is con- 
siders ubly in excess of the ocean freight that would have been appli- 

cable in the case of direct shipment. It will be readily seen, therefore, 
that there are many factors other than the level of the ocean freight 
rate which influence or decide whether or not the U.S. exporter can 
sell competitively in a particular foreign market. 


NOTICE OF RATE CHANGES TO CONTRACT SHIPPERS 


According to the terms of our general contract rate agreement w ith 
shippers, a written notice covering all increases in -ates is sent the 
shipper contract signator at least 60 days prior to the effective date 
of the increased rate. In actual practice, written notices of rate in- 
creases have in most instances been given ’ shippers ‘Ss approximately 90 
to 120 days in advance of their effectiveness, even ‘though the shorter 
period is provided in the Shippers Contract Rate Agreement. 

Our contract further provides that shippers may request notice of all 
changes in rates covering both reductions as well as increases for the 
commodities in which they are interested. A substantial number of 
our shippers have requested such notices and extensive mailing lists 
are maintained to service these requests. 


PUBLICATION AND DISTRIBUTION OF TARIFFS 


This conference has been one of the leaders in making its tariff 
available to shippers or others who request copies of same. This has 
been done since the year 1939 on the basis of a nominal annual sub- 
scription to cover the cost of publication and mailing. At the present 
time we distribute to shippers a total of 405 copies of our “Local and 
Overland Freight Tariffs.” 

In addition to the distribution of traiffs, the various Pacific coast 
trade publications are furnished with copies of all our tariff rate 
change circulars covering both increases and reductions in rate and 
these publications have in recent years made it a practice to — 
the highlights of these rate changes in their current issues. The dis- 
tribution of tariffs and dissemination of rate change ee iS, 
of course, in addition to the notices sent contract shippers and com- 
mented on above. 

In making our tariffs available to the shipping public and publiciz- 
ing our rate changes as outlined above, we sincerely believe that we are 
properly carrying out our obligation in this regard to shippers gen- 
erally. We are, therefore, considerably concerned with the st: atement 
made to your committee recently by the spokesman for a large national 
traffic association to the effect that prior to the conferences reaching a 
decision on proposed rate ch: anges, a doc ‘ket. of these proposed rate 
changes should be publicized in trade journals and made available to 
exporters on a subscription basis, with public hearings to be held 
should shippers or others request same. 
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In our opinion, this requirement insofar as rate adjustments in our 
export trades are concerned would be entirely impractical and would 
not be in the best interests of the very shippers who propose this pro- 
cedure. We are aware that rate dockets are published and public 
hearings held in connection with the domestic trades, but to attempt 
this for the foreign trades would, generally speaking, be wholly im- 
practical. 

There are a number of reasons why this is true. 

The principal reason is that in foreign trade the rate adjustments 
requested are usually to meet an existing. competitive situation, and the 
failure to do so promptly would probably result in the loss of the 
pending business to a competitive foreign source of supply. 

In domestic business, on the other hand, the regulatory control of 
the Interstate Commerce Commission makes it possible to maintain the 
status quo while hearings are held without serious damage to the par- 
ties concerned, as there is not the risk that pending business will be 
lost to other sources of supply. 

The bove-mentioned proposal of this national traffic association is 
inconsistent with another proposal made by them to the effect that the 
requirement for concurrences of other conferences in common rate 
actions should be “clearly prohibited.” Under this heading the asso- 
ciation emphasizes that a shipper who has successfully negotiated a 
rate with a particular conference should immediately receive the 
benefit of that rate adjustment without regard to the effect the rate 
adjustment may have on other shippers Joc cated in other parts of this 
country and shipping through other gateways. In other words, on 
one hand this association claims that no rate action should be taken 
by a steamship conference until “all parties concerned” have the oppor- 
tunity to be heard; and in the second instance, they state that particu- 
lar rate actions requested by a specific shipper ould be made effec- 
tive “without delay.” In making these two conflicting statements, it 
would appear that this national organization is endeavoring to carry 
water on both shoulders. 

We respectfully submit that steamship conferences cannot follow 
both paths at once, and we are of the opinion that the procedures of 
this conference, for example, as outlined elsewhere in my statement, 
including my remarks under the heading of our joint agreement with 
the Far East Conference, very realistic ally publicizes rate actions and 
protects to the greatest extent possible the interests of all shippers. 


PACIFIC CARGO INSPECTION BUREAU 


One of the developments in the conference field in which we have a 
justifiable pride is the formation in 1949 of the Pacific Cargo Inspec- 
tion Bureau. This conference probably 1 yas the leader of U.S. domi- 
ciled conferences in establishing a General Cargo Inspection Bureau. 

The Pacifie Cargo Inspection Bureau is he: adquartered in San 
Francisco with field inspectors located in the Los Angeles/Long Beach 
Harbor areas, port of San Diego, and the yas of Seattle, with the 
inspector in the latter area covering Portland, Oreg., and, as require dd, 
other northwest ports of loading. It is the duty and res ponsibility 
of the Inspection Bureau to verify as required on the carrier's dock the 
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correct weight, cubic measurement, and description of cargo shipped 
so that the interests of both shippers and carriers may be. fully pro- 
tected. On behalf of the conference, the Inspection Bureau has con- 
cluded 178 standard weight/measurement agreements with shippers, 
assuring a uniform application of weights, measurements, and freight 
charges for in excess of 1,000 kinds, gr ades, or packs of merchandise 
shipped i in uniform size shipping containers. 

Needless to say, the Inspection Bureau has been extremely effective 
in minimizing or eliminating shipper or carriers’ complaints as to 
the correct weight or measurement on which freight charges are 
computed. 

The Inspection Bureau in addition to the above duties inspects 
certain cargo for condition, such as cotton, for example, to assure that 
shippers, consignees, and the carriers’ respective interests are fully 
protected in the matter of cargo damaged prior to shipment or that 
is received in condition unfit for: shipment. 

The work of the Bureau since its establishment in July 1949 has 
resulted in the saving of many hundreds of thousands of dollars for 
shippers, consignees, ‘and carriers alike. 


THE ACCURATE COMPUTATION OF CUBIC MEASUREMENTS 


The members of the committee are, [ am sure, aware that the freight 

charges on much of the cargo shipped i in foreign trade is computed on 

the basis of the relative gross weight or cubic measurement, whichever 
is greater. For example, if the cargo weighs less than 50 pounds per 
cubie foot, the ‘argo will be freighted on the measurement basis. As 
a result, a substantial portion of the ¢ cargo shipped is freighted on the 
basis of its cubic measurement. In order, therefore, to assure that 
there is uniform application of freight charges on cargo which is 
freighted on the basis of its cubic measurement, the ocean tariffs of 
this, and most other conferences, have rather detailed rules as to the 
measuring of cargo and the disposition of fractions of inches in the 
dimensions of the cargo measured. 

It has been for many years the practice, in most trades, as an alter- 
native to the straight mathematical computation of the three dimen- 
sions in order to arrive at the cubic measurement of the cargo, to use 
an expeditious measuring table which shows in feet and twelfths of 
cubic feet the cubic measurement for cargo of all dimensions up to 
the limits of the measuring table. 

Several years ago the members of this conference agreed that a more 
accurate compilation of cubic measurements was desirable and in the 
best interest of shippers and carriers. They accordingly adopted a 
new type table of measurements which is a straight multiplication of 
the dimensions and shows the cubic measurements in cubic feet and 
thousandths of a cubic foot. This improved system of computing cubic 
measurements is used by our member lines at all their Pac ific coast 
loading terminals. 

It is gratifying to note that the carriers in certain other trade areas, 
ine luding that of the Far East ( Yonference, have likewise adopted the 
accurate cubic table method of computing cubic measurements. 
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REGULAR AND FREQUENT CONFERENCE SAILINGS 


In addition to the rate stability offered by conferences, it is of 
major importance that the conference member lines s provide regular 
and frequent sailings to accommodate the needs of shippers in servic- 
ing their oversea markets. To graphically indicate the service offered 
by the regular and associate member lines of this conference, there 
is attached hereto as appendix B a statement of the total monthly 

sailings from Pacific coast ports to destinations in the Orient covered 
by this conference for the years 1956, 1957, and 1958. You will note 
from this that during the last 2 years, there have been on the average 
in excess of 85 sailings per month in our trade area. 

As part of appendix B, we have also shown the breakdown of sail- 
ings for the month of December 1958, giving the name of vessel and 
the date the vessel sailed from the last Pacific coast loading port. 
From this report, you will note that the total of 97 sailings for that 
month were well distributed throughout the month, affording ship- 
pers the maximum of service coverage. 

I should like to emphasize that ‘the service offered by the confer- 
ence lines is adequate to accommodate all berth line cargo moving in 
the trade, including that which is presently moving via nonconference 
vessels. 

REQUIREMENTS CONTRACT 


During the testimony that has already been taken by your commit- 
tee, some shippers have complained that the exclusive-patronage con- 
tracts of the conferences are not mutual; that is, the carrier does not 
bind itself to carry all of the shipper’s cargo, while expecting the 
shipper to make all its shipments my conference vessels. It should 
be noted that the nonconference operator gives no guarantee to any 
shippers. Such operators solicit for spot sailings, and if sufficient 
cargo is not secured, the operator will cancel the sailing and the ship- 
per ‘must look for other space. 

The present conference contract is a requirements contract. The 

carriers agree not to increase rates on less than 60 days’ notice and 
give the shipper full opportunity to present his views before increases 
are effective. In return for this, the carrier only asks that the shipper 
confine whatever cargo he ships (no minimum or stated tonnage 
required by carriers) on conference vessels, except where no confer- 
ence vessel is available, and in this instance the shipper is released 
from his contract insofar as the particular shipment is concerned. 

I cannot recall any instance in recent years where we have been 
asked to release a shipper because of lack of conference service. 

To add a provision that would guarantee and commit the carrier 
lifting whatever cargo is offered, the shipper should in turn be re- 
quired to guarantee to the carrier a certain tonnage of cargo within 
a specified period; the shipper to be liable for dead freight if he 
fuils to produce the cargo and the carriers to be obligated to handle 
however necessary (chartering extra ships, et cetera) all the cargo 
the shipper agrees to furnish. Such a plan would, however, not be 
practical, as no shipper would or could commit himself to ship a fixed 
amount of cargo. The members of this conference have through the 
years always been able to accommodate the cargo offerings of our 
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contract shippers, and we have had no serious complaints in this 
regard. 


ALLEGED CONTROL OF CONFERENCES BY FOREIGN MEMBER LINES 


This conference has a total of 19 voting member lines. Of these, 7 
are American and 12 foreign. All conference actions, except changes 
to the conference’s basic agreement, are by a two-thirds vote of the 
member lines. Amendment or revision of the basic agreement requires 
a unanimous vote of the member lines. 

From these figures, it is readily obvious that neither the various 
foreign lines or the American lines as a group have suflicient voting 
strength to meet the two-thirds vote required for a conference action 
of any kind. 

In reverse, it could be claimed, of course, that either the foreign 
lines or the American lines, if voting as a group, would have veto 
power on any actions of the conference. 

I can say without equivocation, however, that during my long asso- 
ciation with conference work, first as the representative of a member 
line attending meetings, and since my assumption of the chairman- 
ship of the conference, that the voting on matters coming before the 
conference has not been predicated on 1 the nation: ility of ‘the member 
line but rather represents a combined cross-section vote of the vari- 
ous nationalities, including American, based on their individual ap- 
praisal of the merits of the various issues. I know of no instance 
where either the foreign lines or the American lines acting as a group 
have prevented conference action that would be indicated by the 
merits of the case before them. In view of this, the allegations that 
the foreign member lines being in the majority control the action of 
steamship conferences is certainly not true in the case of this con- 
ference. 

CONSULTATION WITH SHIPPERS 


To my knowledge, this conference has never declined the request 
of an individual shipper or shipper group to appear before either 
the staff of the conference, the rate committee, or the full member- 
ship as might be required by the circumstances of the individual 
case. On numerous occasions the conference has granted the request 
of shippers to appear or has on its own initiative invited shippers 
to appear so that the member lines might have the benefit of their 
views before the conference takes action upon pending rate requests. 

Shippers or shipper groups who have appeared before the confer- 
ence include, but are not limited to, the following: 

California Fish Canners Association, Inc.; ; Canners League of Cali- 
aan Western Cotton Shippers Association; National Association 
of Waste Material Dealers, Inc.; Flour Millers Export Association, 
Pacific Area Group; California Dried Fruit Association; Sunkist 
Growers, Ince. 

Pacific Lumber Exporters Association, and also representatives of 
the dairy, iron and steel, petroleum, paper, and nonferrous metals 
industries. 

In addition to maintaining an open door policy, I have made it a 
practice since my assumption of the chairmanship to, as required, 
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call on shippers in all parts of the country, as well as on the Pacific 
coast, to discuss with them at their own place of business matters 
of mutual concern so that the member lines might receive through 
me a firsthand report supplementing the written requests of these 
shippers for rate adjustment or other action by the conference. 
Since January 1, 1956, I have called upon approximately 75 shippers 
outside of California. 

In spite of our sincere endeavor to accord shippers an opportunity 
to be heard, as well as my personal visits to shippers, I am aware that 
there are individual shippers who have not been satisfied that we have 
seen or heard them as often as they might desire. I am convinced, 
however, that our possible shortcomings in this regard are not sins 
of omission but are rather the result of the limitations placed on all 
individuals or business organizations. 


FAR EAST CONFERENCE-PACIFIC WESTBOUND CONFERENCE JOINT 
AGREEMENT NO, 8200 


The joint agreement between the two conferences was approved by 
the Federal Maritime Board effective December 29, 1952. The joint 
working arrangements provided therein or adopted pursuant to this 
agreement have been in continuous effect and operation since that 
date. 

In testimony before your committee at the New York hearing, 
Mr. James A. Dennean, chairman of the Far East Conference, re- 
ported on the background of the joint agreement and the mechanics 
of its operation. I will, accordingly, hmit my remarks to a few 
supplementary statements from which, I trust, it will be clear to your 
committee that the joint agreement, while on occasion criticized by 
both individual shippers and individual ocean carriers, does without 
question generally serve the best interests of both shippers and car- 
riers engaged in United States to the Orient trade. 

The complaints against the joint agreement fall into two principal 
categories: (1) That the operation of the joint agreement unduly 
delays the rate considerations and decisions of the two conferences; 
and (2) that both conferences are on occasion prevented because of 
the concurrence requirement of the joint agreement from taking rate 
action that they might otherwise be prepared to take. 

With reference to complaints falling under the first category, it 
must be conceded that some delays in finalizing rate requests under 
the joint agreement do occur. In recognition of this weakness in 
the joint agreement, both conferences are continuously reviewing and 
improving their procedures to speed up the processing of rate con- 
currence requests. 

Among the steps taken to accomplish this, the two conferences, 
each of which hold regular meetings at fortnightly intervals, have 
scheduled their individual meetings so that they are meeting on al- 
ternate weeks. In this way, there is only a 1-week rather than a 2- 
week delay between the meeting of one conference and the meeting 
of the other conference. 

In addition, where the rate request is of an urgent nature, both con- 
ferences will consider such requests at special meetings which may be 
held at the call of the chairman or upon the request of one or more 
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member lines. It is also possible on many occasions to handle urgent 
rate requests by a telephone vote, and this procedure has been used 
very frequently. 

In spite of our most sincere efforts in this regard, there are isolated 
sases where the joint agreement has delayed to some extent final rate 
actions. The staff and members of both conferences are keenly aware 
of their responsibility in this regard, however, and I am certain that 
complaints about delay will be further minimized, if not eliminated 
entirely. 

Probably the best answer to the complaints falling in the second 
category is the record of the two conferences for the year 1958 which 
shows that of 113 requests by the Far East Conference for concur- 
rence of the Pacific Westbound Conference, 104 were approved. In 
the reverse direction, of 130 requests by the Pacific Westbound Con- 
ference for Far East Conference concurrences, 120 were approved. 

These figures show that, where concurrences have been requested, 
they have been granted in excess of 90 percent of the cases involved. 
This hardly supports the criticism that the concurrence requirement 
has impeded rate actions under the joint agreement. 

Furthermore, in most of those instances where concurrence has not 
been given, it has developed that the conference receiving the request 
for concurrence had additional facts or data from which it was de- 
termined that the rate action of the conference requesting concurrence 
was not necessarily the proper action to take when all factors were 
considered. Actually, it is this pooling of the joint business judgment 
of the total membership of both conferences that has enabled the 
sound ratemaking that has been in the best interests of both shippers 
and the carriers. 


CONCLUSIONS AND RECOMMENDATIONS 


We submit that the testimony of shippers, carriers, and confer- 
ence representatives who have appeared before your committee pre- 
dominately supports the need for the continuation of an effectual 
steamship conference ratemaking organization; further, that strong 
steamship conferences are only possible if there is an effective tie-in 
arrangement between the shipper and the conference. To accomp- 
lish this, we believe that Congress should enact some short simple 
addition to the Shipping Act of 1916, making clear that this is the 
policy of Congress. Also, with reference to tie-in arrangements be- 
tween the shipper and the conference, we believe Congress might 
give serious consideration to eliminating from the Shipping Act of 
1916, the present prohibition against deferred rebates. 

In addition, we would like to emphasize that, to be effective, tie-in 
arrangements between the shipper and the conference must include 
an effective and retalistic approach to the f.o.b./f.a.s. problem so as 
to eliminate the improper use of these terms of sale as the means of 
evading the contract or tie-in arrangement commitment of the ship- 
per to give his exclusive support to the conference lines. 

_ We do not believe that it is necessary or desirable to enact legisla- 
tion imposing additional regulatory controls over steamship confer- 
ences, including their ratemaking procedures. We do recognize and 
lend our full support to the nd ibe making those changes in 
their organization or procedures as may be required in order that all 
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steamship conferences may more adequately keep the shipping public 
informed as to their tariffs, rates, et cetera. We sincerely believe 
that those changes required in this regard can and will be voluntarily 
made by the staffs and member lines of the various conferences. 

It is our opinion that the tariff filing requirements of the order in 
docket No. 128 is reasonable and sufficient insofar as common car- 
riers are concerned. I would point out, however, that this order does 
not require that tramp or charter operators file their rates when these 
carriers lift berth-line package cargo in addition to the cargo carried 
in bulk without mark or count. It is our contention that all car- 
riers, including tramp and charter operators, should be required to 
file their rates covering normal berth-line or package cargo. 

There has been some publicity in recent weeks to the eifect that the 
Regulations Branch of the Federal Maritime Board will station 
a representative in New York and San Francisco and that, included 
in the duties of such representatives, would be attendance at confer- 
ence meetings. If this information is correct, we would observe that 
the presence of such a representative at conference meetings could 
well impede the work of the conference. 

From my long experience in the shipping business and conference 
work I would state that much of the criticism against conferences is 
the result of a lack of knowledge as to how conferences operate. It 
is my considered judgment that conferences have done a very poor 
job in public relations. It has been my experience that some of our 
most severe critics have become supporters and advocates of the con- 
ference system once they were informed and had knowledge as to how 
the conference works. It is the obligation and the responsibility of 
the conference to keep the shipping public better informed as to 
their activities. It is my firm belief that this can best be accomplished 
through voluntary ol enlightened action on the part of all con- 
ference representatives rather than the enactment of legislation plac- 
ing further restrictive regulatory controls on the operation of the 
conference. 

In my statement I have endeavored to set out in a practical way 
the operation and procedures of the Pacific Westbound Conference. 
I am aware that all our shipper friends may not in all instances fully 
agree with the statements I have made. Possibly some of these ship- 
pers may follow me in testifying before your committee. For this 
reason, I would respectfully ask that I be given the opportunity to 
answer them or supply additional information as may be proper 
based on the further statements that will be made to your committee 
concerning the operation of the Pacific Westbound Conference. I 
will do this as you see fit, either through making myself available at 
a later session of these hearings, or I will submit an answer or sup- 
plementary material in a written statement, if that is your wish. 

In closing, I wish to thank your committee for the opportunity af- 
forded me to tell our story. I would like also on behalf of our mem- 
ber lines to express their sincere appreciation for the time, thought, 
and effort you are expending in considering additional legislation 
that may be required to assure the continuation of a strong conference 
system of ratemaking in our foreign trades. . 

Thank you very much. 
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(The appendixes referred to follow :) 
APPENDIX A 
PaciFic WESTBOUND CONFERENCE 
REGULAR MEMBERS 


American Mail Line, Ltd.—American. 
American President Lines, Ltd.—American. 
Daido Kaiun Kaisha, Ltd.—Japanese (Daido Line). 
De La Rama Lines—Philippine. 
Isthmian Lines, Inc.—American. 
Java Pacific & Hoegh Lines—Dutch and Norwegian. 
Klaveness Line—Norwegian. 
Knutsen Line—Norwegian. 
Mitsubishi Shipping Co., Ltd.—Japanese. 
Nippon Yusen Kaisha—Japanese (NYK Line). 
Nissan Kisen Kaisha Ltd.—Japanese. 
Nitto Shosen Co., Ltd.— Japanese. 
Osaka Shosen Co., Ltd.—Japanese. 
Pacific Far East Line, Inc.—American. 
Pacific Orient Express Line—Norwegian. 
States Marine Corp.—American. 
States Steamship Co.—American. 
Waterman Steamship Corp.—American. 
Yamashita Kisen Kaisha—Japanese. 
American 7; Japanese, 7; Norwegian, 3; Philippine, 1; Dutch 1. 











ASSOCIATE MEMBERS 


Bank Line Ltd.—British. 





*Compagnie de Transports Oceaniques—French. 


Ellerman & Bucknall Associated Lines—British. 
Fernville Far East Lines—Norwegian. 
lino Kaiun Kaisha, Ltd.—Japanese. 
Ivaran Line—Norwegian. 
Kawasaki Kisen Kaisha, Ltd.—Japanese. 
Maersk Line—Danish. 
Mitsui Steamship Co., Ltd.—Japanese. 
Peninsular & Oriental Steam Navigation Co.—British. 
Philippine National Lines—Philippine. 
Prince Line, Ltd.—British. 
Shinnihon Steamship Co., Ltd.—Japanese. 
Wilhelmsens (Barber Line)—Norwegian. 
Danish, 1; French 1; British, 4; Japanese, 4; Norwegian, 3; Philippine, 1. 


Number of sailings by month, regular and associate members 














| |] 
Month | 1958 | 1957 1956 | Month 1958 | 1957 1956 
PONGOIE = 6 vgarasusdcnanenes 86 | 98 76 | MI iain kecsccinnadie 87 | 91 80 
NI ah ga as 78 | 76 70 | IN Gai ccoucusemaed | 71 82 91 
Ra er ak 87 | 90 SOR Ss Ss stati einn nace ck wt | 93 85 89 
WE aan as dace 84 | 89 88 || November_.....-......___- 78 96 82 
a 94 | 94 81 | OGIO oi i eciccrnuce 97 88 83 
WN ea hk ae eels antl 83 | 83 82 —_— |__| 
WE, is scncetoetta 90 | 84} 80 | ee | 1, 028 | 1,056 | 986 
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APPENDIX B 
PACIFIC WESTBOUND CONFERENCE 


Regular and associate members’ sailings—Month of December 1958 





Date sailed Date sailed 
last, Pacific last, Pacific | 
Vessel coast port Vessel coast port 

NII goon chen en Dec. 1. | President Coolidge__...___-~-- Dec. 18. 
Johannes Maersk_.-.--------- sR ae titi Do. 
Mikaeesan Maru..............+- Do. Steel Pabricator..............«. Do. 
De i wa Do. ae la Dec. 19. 
NO ee ene Do. a Do. 
CGAROGR BPRT. <8. nes OG. OMAGREGR Wa 5 seckccinns Do. 
Janeen Transport......u.-.<.0<6= Do. Akashisan Mart..2...-.susn. Dec. 20. | 
i tit cd ctr aes areas Do. UENO) PAI i escceeiev eden lesseniees Dee. 21. 
a Sc ciimnannedeaias Pee: | A WOR a ke ce minae Do. 
Ramaharu Maru_............. Do. VOWIBEALO GPU in ciectcccimnticiec Do. } 
ae Do. Virginia Maru___ ~~~... Dec. 22. | 
Arimasan Maru_............. Dec. 4. | Argentina Mere........0 cna. Do. 
a cliente Do. RON a cs actctntalantnecteiiadioite Do. 
ee Do. President Hoover... <<cs..<. Do. 
I, BO ig ciation ee Do. Julia Luckenbach_ ~~. -.___ Do. i 
WV ORRIN HUOD ne einen Do. Tsueneshima Maru__-----~-._-- Dec, 23. | 
a eccai icse ee Do. PRR ict aces crcl Do. : 
OS a ness Dee, GC, | ee BOP kien Do. : 
EE a ee Do. President Jefferson____---.__- Dee. 24. 
RN a at Do. PE TT BORE ins ici siccintndics to carsicsaccccen Do. 
ES | Dec. 7. GI UI iss ae ere ae Do. 
Edward Luckenbach___-__.___ Do. I ns ernie ee 
Garden State... een Do. Bante CISINRccnccecn nen 8 42) ie 
RENE cient resis Dec. 8. Longview Victory__-~---~--.-. = iestes os 
I ie Do. Anotiathy Marts... scsicicnn 5s dla 
President Harrison_______..-__ Dec. 9. | Dec. 26. 
MOIR oc ian ed Do. i se secs is cede sees, CO QT, 
Oity of Brocklyn.............. Bec; 10; | Golegen MAMer «cnn. Do. 
IIT cai ccna Do. PecING TranRDOT bean aot cnasct a Do. 
President Cleveland_.______.___ Do. TSE COE I a eticiatd Schade Do. 
LR CSS | cr Do. President Polk... =. i2usen nn ca Dee. 28. 
PUTCO ORT oi cries sei Do. Oceania MarTu..—-=......-. ‘ince’ DO BD: 
EN ea aces Do. Awatisan Maruiici.....s. sistas 
NN NN a Dec. 11. | Kamogawa Maru-_-_---~----. soso! le 
CS | | Do. BOgakt MAT. ..-..osaesuq woke ccs 
Oe a | er Dec: $2. | WOrMsen. 200 Kcccacces, ‘ans Dee. 80. 
Philinpitie Maru... 2c es Do. Sally Maersk... ....-..4.2., ice” ( 
President McKinley_______.__- Do. PEDOD PRP aoc sea sore scccewe: Do. 
ON 6 ook i ef Do. Edgar F. Luckenbach.____.___ Do. 
Anne Bakke... ee Tee. 48. AFOSR MOU. .2n see. ne Dee. 31 
RN Do. RN Fa A os eo na ec i cae ea Seis hae Do. 
Hixosan Maru.....................< Thee. 15: | ATASKA Meari......2 ~~... Do. 
perneee POR co Do. NT NI asain sarees ck iasceen cui Do. 
Florence Luckenbach_________ Do. Prosident Arthur..w.......4.. Do. 
Ng ss os cccees ees re Do. ACCOR NN oo ci eamen Do. 
MIM eo 6 A ay Gl os) a a Do. 
Sia cg. | Do. Yamakikn Maru.....=-....... Do. 
Last Meerek.... 3k Dec. 18. (JO0THIA MATH. onsen lick Do. 
Javanese Prince................. Do. 


Total number of sailings for December 1958, 97. 

U.S. Pacific coast ports at which cargo was loaded to the above vessels during 
December (all vessels did not necessarily load at all of the below-listed ports) : 
San Francisco, Oakland, Alameda, Richmond, Stockton, Long Beach, Los Angeles 

Harbor, and San Diego, Calif. 

Portland and Astoria, Oreg. 
Seattle, Tacoma, Longview, Everett, Bellingham, and Port Townsend, Wash. 
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Ports of discharge served by the above vessels during December (all vessels 
did not necessarily serve all of the below-listed ports) : 

Yokohama, Kobe, Osaka, Nagoya, Moji, Hiroshima, Yokasuka, Yokkaichi, 

Kawasaki, Sasebo and Hirohata, Japan. 

Hong Kong. 
Manila, Cebu, Iloilo, San Fernando, Subic Bay, Bais and Bugo, Philippine 

Islands. 

Naha, Okinawa. 

Takao and Keelung, Formosa. 
Pusan and Inchon, Korea. 
Saigon. 

Bangkok. 

Mr. Garmatz. That was a very fine statement, Mr. Galloway. 

Mr. Gattoway. Thank you, sir. 

Mr. Garmatz. Mr. Downing? 

Mr. Downrna. I, too, want to compliment you on this statement, 
Mr. Galloway. It is very complete and very interesting. 

Mr. Gattoway. Thank you, sir. 

Mr. Downie. Mr. Gallow ay, you say that you make your tariff 
available to approximately 405 shippers , and I believe you stated you 
had something in excess of 4,000 contracts. 

Mr. Gartoway. That is correct. 

Mr. Downrne. Is there any reason why these tariffs cannot be made 
available to all contract signers ? 

Mr. Gatitoway. None whatsoever, sir. It is left with them to in- 
quire. If they inquire, we explain to them how the tariff is available, 
and it is their election to request it at that point or not. 

My belief in this regard is that only 405 of the 4,000 are prepared to 
keep the tariff up once they get it and believe that they will use it as 
an effective tool. 

Mr. Down1nce. How much do you charge for this tariff ? 

Mr. Gattoway. In the case of the overland tariff, the annual sub- 
scription is $12.50 and for the local tariff it is $20, including all 
changes to the tariffs, and these number into the thousands during a 
calendar year. 

Mr. Downrtne. There is no reason that you know of to keep a tariff 
secret, is there? 

Mr. GaLLoway. None whatsoever, as far as I see. 

Mr. Downtna. It is just the matter of compilation and distribution 
that poses a problem ? 

Mr. Gattoway. That is right. It is a burden, but, in my opinion, it 
is a burden that is part of our business. 

Mr. Downrnea. Getting to your statement concerning the problem 
of f.o.b./f.a.s. shipments, that is quite a problem out here on the Pa- 
cific coast, is it not? 

Mr. Gatioway. It is equally a problem here as I think it is in other 
parts of the country; yes. 

Mr. Downtna. And your conferences out here have been much 
stricter on your shippers than the conferences on the east coast ? 

Mr. GaLttoway. Some of our conferences have; yes, sir. 

Mr. Downrne. Tell me this: If you were a U a. exporter and you 
got a communication from a foreign buyer that he wanted to ship 
goods on a certain vessel which was nonconference, what would be 
your position ? 
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Mr. Gattoway. Well, if I had been an exporter over any period of 
years, I think I would be well aw are, through bitter experience in the 
times during these years when there have been disastrous rate w ars, 
that on occasion I had lost specific orders to other less scrupulous 
exporters who may have taken advantage of cut rates, and that ] 
would have to then make the decision, “Tn ace epting or rejecting this 
order, in the way I do it, will I be furthering that which is in my 
best interest over any per iod of time?” 

If you are asking me, my candid opinion would be that I would go 
back in the first plac e to the buyer and say: “Here. We have these 
many conference sailings that are adequate to handle this cargo. | 
have a contractual arr: angement with these people. ‘They have pro- 
tected me at times when I needed protection. They assure me of rate 
stability that no one else has assured me. I prefer to make my ship- 
ment on these vessels.” 

If the buyer is unwilling to accept the merit of this for the obvious 
reason that on this particular assignment he seeks an advantage over 
other receivers or other sellers and would insist that, as part of my 
sale, I put it on a nonconference vessel, I would decline to make the 
sale. 

Mr. Downina. If you made the sale, would you be in violation of 
your contract ? 

Mr. Gatitoway. In my opinion, you would, sir, in that we contract 
for all the shipper’s cargowithout reference to terms of sale. 

Mr. Down1Na. There would be no collusion between the shipper and 
the consignee in that case, would there ? 

Mr. Gattoway. In this case? 

Mr. Downtna. To avoid conference requirements? 

Mr. Gattoway. When we contract or state that all the shipper’s 
cargo moving in this trade be shipped on conference vessels, we do 
not limit it to subter fuge or collusion or something of that nature be- 
tween the shipper and receiver. We assume that all the c cargo will 
move or we take the position that it should move on conference 
vessels. 

Mr. Downinc. Suppose there is an actual passage of title from the 
exporter to the consignee at, say, his plant, and it is then the con- 
signee’s property, and he ships it on a nonconference vessel. Do you 
still hold the shipper liable? 

Mr. Gatioway. I believe, Mr. Downing, that the specific type of 

case that you cite is probably very much the exception if you were 
able to get to details of each transaction. 

This would be a most difficult one for us to take the position in line 
with our general position, I agree. Our conference has not, as some 
others have done, been required or gotten in the position of having to 
face up specifically with this in an action either before the Board or 
before the courts. It is a difficult decision, I must agree, if, as you 
state, all factors support the example you cite. 

Mr. Downtrne. It would seem to me that in cases of outright collu- 
sion to avoid conference requirements, then you might be right, but in 
the simple case that I have stated to you, I find it hard to see how you 

can hold the shipper, remembering that he wants to do business, too. 

Mr. Gatioway. It certainly is our joint interest, but we take the 
position that it is a joint venture, and, when he enters into the joint 
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venture with us, there are certain risks on both of our parts, and this 
is the risk on his part. 

Mr. Down1ne. What is the difference in rates to the east and back 
west? Is there a difference ? 

Mr. Gatuoway. I don’t think I understand your question, Mr. 
Downing. 

Mr. Downina. I mean the rates on the same item going to Japan 
and coming back from Japan. 

Mr. GatLtoway. You would have to check the individual commodity 
rate. Generally speaking, I would expect that the rate back from the 
Orient for the same commodity, if it moves in both directions, is prob- 
ably lower or less than the outbound rate. 

Mr. Downine. Would that be due to the high cost of loading? 

Mr. GatLoway. Directly, sir, it would not in that in each direction 
you have one high-cost operation and one relatively lower cost opera- 
tion. I think there are a number of reasons why that m: ay be the case. 

Among them would be the fact that, unfortunately, in this Orient 
trade, it is still predominantly a one-way trade. The cargoes offering 
and available from the Orient are not in the same volume as outbound. 
Therefore, there is more severe competition. 

The carriers have been willing through their conferences out there 
to go to a further extent than the carriers here have to try to build 
up ‘the inward leg of the voyage where there is a difference. 

Mr. Down1ne. You have a joint agreement between the Far East 
Conference and your conference, do you not? 

Mr. Gattoway. That is correct. 

Mr. Downrine. The Far East Conference is an inbound conference? 

Mr. Gattoway. No,sir. You say is an “inbound” conference ? 

Mr. Downina. Yes. 

Mr. Gatitoway. No; they are the conference, Mr. Downing, from 
the Atlantic and gulf loading ports to the same Orient destinations as 
ours from the Pacific coast. 

Mr. Downing. Thank you; I was not quite sure of that. 

On page 8 of your statement, you make reference to this Philippine 
import duty of 50 percent. What was the purpose of that high import 
duty by the Philippine Government ? 

Mr. Gatioway. Well, the 50 percent is the portion of the applicable 
duty paid by cargo from the United States. It is not a 50- percent 
duty. 

Mr. Miter. It is part of the Philippine Rehabilitation Act so that 
over a period of years we would admit their cargo and they would 
admit our goods at reduced rates until the treaty expires. 

Mr. Downtne. Does that agreement expire in 1962 ? 

Mr. GAttoway. No; I think the next change goes to 75 percent on 
January 1, 1962. I think in 1965 it ultimately reaches 100 percent. 

Mr. Mriuer. I think it is 1966. I remember that it is 10 years 
after the granting of independence. 

Mr. Gattoway. I think you are correct. 

Mr. Downtna. I have one final question. 

You state that you would object to the presence of a representative 
from the Federal Maritime Board at conference meetings. You said 
that you thought it would impede the work of the conference. Could 
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you go into that a little more in detail? Just how would the presence 
of this man impede the work of the conference ? 

Mr. Gattoway. Well, I think we are all practical business people 
and in our conferences our member lines are very competitive one with 
the other. This matter of competition amongst the lines gets oc- 
casionally into their conference discussions and decisions in regard 
to rates. Nevertheless, we are able, in a closed conference business 
meeting of our members only, to thoroughly evaluate the facts and 
to have a thorough across-the-table discussion of the merits of these 
facts or any information that any of these people have independently 
bearing on the matter before us. 

It would be my opinion that, if there were an outsider—and I say 
this advisedly—whether he be from the Federal Maritime Board 
or a Member of Congress or a member of a chamber of commerce sit- 
ting in there, it would have the same effect as an outsider sitting in a 
chamber meeting or a congressional committee executive session, and 
soon. There would be a restraint on discussion. As a result of the 
restraint and discussion there very well might not be developed the 
proper case for the matter before us, and the decision reached might 
not be consistent with all the facts. 

Mr. Downtnc. We have heard complaints from shippers all over 
the country that they are not represented at these rate making con- 
ferences and meetings. It was thought that perhaps a representative 
from the Federal Maritime Board could be their representative. 

Mr. GattowAay. To my knowledge, Mr. Downing, shippers are 
not present at any ratemaking associ: ition meetings when the rates 
are decided upon. They are “heard and we hear them but, to my 
knowledge, the Interstate Commerce Commission and the various 

ublic utility commissions, and so on, do not require that shippers 
be allowed to appear before rail or truck lines or others when they are 
deciding upon their rates. This is what we are talking about. 

Mr. Downie. That is all. Thank you very much, Mr. Galloway. 

Mr. Garmatz. You say, on page 23. 

We do not believe that it is necessary or desirable to enact legislation im- 
posing additional regulatory controls. * * * 

Do you think that the Maritime Board has too much control or are 
you implying that you do not want the Maritime Board to have any 
more power than ~ vy now have? 

Mr. Gatitoway. I do not at all personally, nor do I believe that 
my member lines, take the position that there is too much control. 
We think that there is adequate control. 

We are fearful that additional control might make our operation 
unworkable. It is as simple as that. 

We know that certain people in the Maritime Administration be- 
lieve that there should be rigid rate filing requirements prior to effec- 
tiveness, which we think would completely hamstring our efforts and 
the shippers’ efforts to sell in the foreign market. It is simple as that. 

Mr. Garmatrz. You would rather leave it as is, then? 

Mr. Gattoway. We believe that there is regulation which, if prop- 
erly supervised, will keep the control. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Galloway, on page 3, you make mention of the com- 
bination overland-water rate. You say it is lower in order to get 
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some of this inland business. How much lower it is than your local 
cargo rates for cargo of local origin ? 

Mr. Gatioway. Mr. Casey, this varies in each instance. There is 
no fixed amount either in percentage or in dollars and cents. 

Mr. Cassy. Do you have any complaint from your local shippers 
with reference to them not enjoying that same rate ? 

Mr. Gatitoway. No, sir. We have not over the years had any se- 
rious complaints of that nature in that our local shippers recognize 
the unique problem affecting the west coast gateway and that ‘their 
concern is that they would ‘be competitive with the New York and 
New Orleans gateways themselves, and that their rates that they would 
pay are not out of line. They recognize the need to quote what we 
properly should call proportional rates on overland traffic. 

Mr. Casry. But you have had some complaints? 

Mr. Gattoway. These have been word of mouth, Mr. Casey. These 
came to me years ago when I was with a carrier. 

I do not know when was the last time anyone raised that question. 

Mr. Casty. Is the lower rate just to try to absorb some of the over- 
land freight? 

Mr. Gatioway. It is to place our carriers on as near an equal 
basis as possible with other gateways to attract that cargo; yes, sir. 

Mr. Casey. What are the two nonconference liner services that 
compete with your conferences ? 

Mr. Gattoway. They are Japanese-flag lines, the Nihon Kai and 
the Toyo Kissen Kaisha, two Japanese lines operating under the trade 
name of Pacific Ocean Lines. 

Mr. Miuier. Will the gentleman yield at that point? 

Mr. Casry. Yes. 

Mr. Miter. Do you anticipate that competition from that source 
will be keener in the future than it is now and that these noncon- 
ference lines will be more active in the future ? 

Mr. GatiLoway. That is a very difficult question to answer, Mr. 
Miller. I think it will be related to how business conditions are 
generally. 

We have found through the years that when business conditions 
improve the so called nonconference or independent operator very 
often leaves one trade for a more remunerative field so that, if busi- 
ness continues bad, we expect that this competition will continue to 
be severe. If business conditions get worse, we expect that it will 
likewise be more serious. 

Mr. Miter. Thank you. 

Mr. Cassy. On page 12, with reference to publication and distribu- 
tion of tariffs, you raised objection to the hearing on rate changes, 
saying that it would be too slow and would be detrimental to the 
shipper. 

You are, of course assuming that it would ke mandatory for you 
to hold a hearing before you gave any reduction in rates? It would 
not be detrimental to the shipper if you readily acquiesced and re- 
duced his rate without a hearing, would it? 

Mr. GatLtoway. Mr. Casey, may I answer that, not facetiously at 
all but directly, in this way: We would never have any complaint 
from any shipper if we always gave them everything they asked for 
very promptly. That is true. 
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Mr. Casey. I understand that, but you were pointing out that it 
would be a delay to the shipper himself if you held a hearing before 
giving a rate reduction. 

Mr. Gatioway. If that were a requirement, Mr. Casey, as was sug- 
gested by this national organization, it would be my personal opinion, 
based upon some years of experience, that someone among shippers, 
exporters or even chamber groups or trade groups, would ask for a 
hearing, and this would cause a hearing then to be held even though 
we were prepared to act promptly and the case before us had merits 
calling for prompt action. 

Mr. Casey. As I say, you are assuming that it would be mandatory 
for you to hold a hearing before you could make any adjustment ? 

Mr. Gatitoway. If otherwise it is voluntary, I have stated here that 
it is our position that we will always meet with any group which 
asks to meet with us. 

Mr. Casey. In other words, if a shipper or shipping group asks for 
a rate reduction, under your present procedure you go through the 
formalities which you have stated here. You gather all your data 
and determine whether it is meritorious or not, and then decide to 
give him a rate reduction or not give him a rate reduction. This is 
done without any hearing and in some instances you say you have 
allowed the shipper to come in and present his side; but it is strictly 
up to the conference whether or not they let him come in and be heard 
is it not? 

Mr. Gattoway. As I stated, Mr. Casey, no shipper who has asked 
to appear has ever been refused the opportunity to appear before : 
conference. 

Mr. Casey. Then why do you object to the requirement that there 
be a hearing ? 

Mr. Gatitoway. Because this type of hearing, as I envision it, is the 
type of hearing held before a regulatory body which becomes very in- 
volved and to which there are parties not always having a direct in- 
terest, but thinking there is a related interest, and this thing becomes 
cumbersome by the very procedures provided for such a hearing. 

Mr. Casey. What appeal does a shipper have now with reference to 
his rate in case you refuse to reduce it and he thinks he is right and 
you think you are right? 

Mr. Gattoway. He can make a complaint to the Federal Maritime 
Board and set out the facts. 

Mr. Casry. What results can he get? 

Mr. Gatioway. Then if the Federal Maritime Board is unable to re- 
solve it or get it voluntarily resolved by the conference concerned, or 
conferences concerned, and if they feel that there is merit to the ship- 
per’s contentions and he has made it as a formal complaint, there will 
be a hearing. 

Mr. Casey. And what will result from that hearing? 

Mr. Gattoway. Well, I do not quite get the question. 

Mr. Casey. In other words, the only action the Maritime Board can 
take, if you refuse to reduce your rate, is to dissolve your conference, 
is it not? 

Mr. Gatioway. Well, that is the most potent authority that they 
have. 

Mr. Casry. What else can they do? 
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Mr. Gatioway. As happened in a recent case, I believe involving 
the associated steamship lines from the Philippines on the question 
of logs and lumber rates involving Nickey Bros., I believe, after hear- 
ings were held, the finding was that the relationship between the log 
and lumber rate was improper and that the log rate was higher, and 
this was the finding, and the rate was adjusted there. 

Mr. Casey. You are not compelled to go by their finding, are you? 

Mr. Gattoway. W ell, at that point, Mr. C asey, then I ‘think that 

you are getting a little bit into legal questions. 
" My counsel is here and perhaps he should answer these but, from 
a layman’s standpoint, at that point I would think the conference 
would be risking the Board, really, deciding whether or not the agree- 
ment then should be canceled because they have not followed the order 
of the Board. 

Mr. Casey. That is pretty drastic action. 

Mr. Gatioway. Yes, sir. 

Mr. Casey. Do you not think there ought to be something in be- 
tween this drastic action ? 

Mr. GatLoway. There was, in my opinion, in the fact that I know 
of no instance where a hearing has been held and a finding has been 
made that has not been promptly complied with. I say this about a 

rate matter. There are matters of principle and matters involving 
certain conferences which are carried to the courts by both parties; yes, 
sir. 

Mr. Casrty. How about a small shipper that cannot afford all this 
legal procedure and taking it to the courts¢ Should he not have some 
right of redress, some place in between where he could go? 

Mr. Gatioway. Mr. Casey, if a small or large shipper has a bona 
tide case, I do not believe it is necessary for him to go anywhere beyord 
our conference, for example. We do not see everybody, but I sug- 
gest to you that their requests may not have been bona fide or may not 
have been supported by the facts. 

Mr. Casey. Of course, you are suggesting that and, of course, we 
have had suggestions from the small shippers saying, “We are so small 
that they just brush us out. They do not pay attention to us because 
our business is not important enough.” 

Mr. Gattoway. I would subscribe to what has been said by many 
witnesses before that one of the real advantages of the conference sys- 
tem is that that small shipper has just as ood a chance with the con- 
ference as the large shipper. That has been my experience. 

Mr. Casey. I was interested in your statement that the nonconfer- 
ence lines could solicit spot sailings and then, if they did not fill up all 
their space, could cancel out their sailing. Is that a common practice? 

Mr. GaLLoway. On the west coast with the type of competition that 
we have, yes; it isa very frequent happening. 

These vessels which maybe have brought cargo to the Pacific coast 
and have then the alternative of deadhe -ading back or trying to get 
some cargo, or vessels that have partially loaded in the gulf « or else- 
where and bunker in the Pacific coast and have not got a full load, 
their representatives or agents will canvass a territor y and, if they 

can line up sufficient cargo, they will go to any number of Pacific 
coast ports and pick up this cargo. 

Mr. Casry. That is the tramps, not a nonconference liner operation ? 
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Mr. Gatitoway. I am speaking of the liner cargo carried by these 
tramps which is cargo that would otherwise be on our vessels. 

Mr. Casry. You did not imply that that is with reference to the 
nonconference lines having regular sailings. 

Mr. Gattoway. Yes; it would apply to that, but not as much in the 
latter case. Not having any contract with the shippers, Mr. Casey, 
there is no obligation by the so-called independent or nonconference 
line. It isa business decision. It is either good business or bad busi- 
ness to go here and they go or do not go according to whether, in their 
judgment, it is good business. 

Mr. Casey. If I were shipping on a nonconference line that had 
regular sailings and made a contract with them to ship my goods, do 
you mean that they can cancel out at their option ? 

" Mr. Gattoway. You are speaking of a booking commitment as op- 
posed to the dual rate contract? 

Mr. Casey. Yes, sir. 

Mr. Gattoway. Well, that is certainly a legal question, according to 
the terms of the particular booking engagement that you would sign. 
I would think that you, as a shipper, would have a case against the in- 
dependent and sesbably could take him into court. I do not know 
what the decision would be. 

Mr. Casry. That is the point I wanted to make out. 

You could make future bookings on nonconference ships and expect 
to have them lived up to, could you not ? 

Mr. Gatioway. Yes, we have carriers who have gotten in that posi- 
tion and have had to follow through and have lost some money 
through having to do it. Yes. 

Mr. Casry. On page 19, you list the various groups with which 
the conference has conferred. They are associations representing par- 
ticular industries. Do you have any rate questions pending with any 
of these associations at this time that have not been satisfied ? 

Mr. Gatitoway. We have one. I can think of at least one here. [ 
may say advisedly that it is pending. Our decision has been not to 
grant the request, and I would imagine that these people will possi- 
bly come back to us, but we believe that our examination has been 
proper. 

Mr. Casry. What group is that? 

Mr. Gattoway. I am looking at one here—the National Associa- 
tion of Waste Material Dealers, Inc. They have asked us for sharply 
reduced rates on scrap brass and copper, for example, to Japan. 
Scrap brass and copper, insofar as Japan is concerned, are under im- 
port controls, and direct shipments cannot be made from this country 
at the present time. There is considerable scrap brass and copper 
from this country, it would be our understanding, reaching Japan 
via third countries; and it is our information that it is paying a con- 
siderably higher freight rate than is applicable in our tariff. 

We do not see under these circumstances, where, therefore, this 
sharp adjustment in rate resquested is needed. 

Mr. Casry. How about the Cotton Shippers Association. Do you 
still have a disagreement with them, or do you have a disagreement 
with them? 

Mr. Gattoway. No, I do not believe we do. No. 

Mr. Casry. Have they not made a request that you have refused 
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Mr. Gattoway. To my knowledge, there was no request to us, Mr. 
Casey. I believe there was a request by the American Cotton Associa- 
tion to the Far East Conference and this request was declined. Their 
committee met. 

Mr. Casey. You have a joint agreement with them ? 

Mr. Gatioway. That is right. 

They have the initiative on cotton in that through the years there 
has been a greater percentage of the cotton moved “through the gulf. 

I do not know how that stands today but they have the ratemak- 
ing initiative as of today. 

Mr. Cassy. You know that they passed a resolution at their meet- 
ing that they are going to take more affirmative action on the matter, 
do you not! 

Mr. Gattoway. No. On the matter of the rate ? 

Mr. Casry. Yes. 

Mr. Gattoway. No, I do not know that. 

Mr. Casey. We had the statement made to us in New Orleans by one 
of their members or representatives to the effect that, if necessary, 
they would encourage some independent lines or more bulk cargo 
shipment or something of that nature, to try to get your rates down. 
Do you know anything about that ? 

Mr. Gatioway. I found it hard to square that with my under- 
standing of the shipping picture for the next season in cotton—which 
is, that roughly, twice as much cotton has moved in the last season 
for the reason of world conditions affecting the marketing of cotton 
and the marketing of this country’s cotton in particular. Shippers, 
including the cotton people, are continuously testing our rates at the 
request of the buyers who are endeavoring to beat our ratesdown. Let 
us be frank. We believe that on cotton, stowing as it does and with 
all its handling peculiarities, that our rate is not out of line. It is 
certainly not preventing the marketing of cotton. 

Mr. Casey. I am certain that you feel that w ay or you would have 
reduced your rates as I said before. 

One of their representatives, however, expressed a firm opinion in 

New Orleans that you were arbitrary about it and their recourse was 
that they would go back to the conference once more and, if no reduc- 
tion was forthcoming, they were going to try to encourage independ- 
ent operations from here. 

Mr. Gatuoway. I believe this involves another conference. This 
request has not been made to us, to my knowledge. 

Mr. Casey. It does not involve your conference ? 

Mr. GatLoway. Well, it would involve us through the action that 
this other conference would or would not take. 

If they reduced the rate, we would be compelled to follow, but we 
have not had this request directly to us. 

Mr. Casey. Does not your conference have some influence on the 
Far East Conference with reference to their rates, since you have a 
joint agreement ? 

Mr. Gattoway. You are speaking still specifically of cotton ? 

Mr. Casry. Yes, I am still talking about that because you keep shov- 
ing the burden off on the Far East Conference and I want to know 
if you have some influence on it. 

Mr. Gattoway. We would like to think that we do, Mr. Casey. I 
work as closely as I can with my respected friend, Mr. Dennean, and 
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if our members have views, we will make them known even though 
they have the ratemaking initiative for the commodity. 

As of this time, we have not had representation on that which has 

called upon us to make these views known to them. 

Mr. Casey. I took that statement in New Orleans as an indictment 
against the voluntary rate adjustment that you advocate here, stating 
that, because they indicated that they felt they knew enough about it to 
where they felt that you were charging too much and th: it, if necessary 
and if you did not finally acquiesce in making some adjustment, they 
were going to give you some competition ; whic -h indicated to me that 
you had pretty much of a monopoly out here. 

Mr. Gatioway. As to the facts of this particular case, I believe you 
may have more information than I do, Mr. Casey. 

Mr. Casey. I am just repeating what I heard from the Cotton 
Association representative. I was hoping that you could shed some 
light on it that might let me understand your side of it a little. 

“Mr. Gattoway. I would be glad to get up and let another gentle- 
man take this seat. 

Mr. Casry. Of course, we have heard conferences being charged 
as cartels and monopolies, and I was just curious about that. partic- 
ular situation because here is a very large, and, I presume, a fairly 
powerful group. 

Mr. Gattoway. There is no question about it. 

Mr. Casey. If they cannot get something done with a conference, it 
seems to me that maybe some of these charges about the cartel and 
the closed monopoly might have some foundation. 

Mr. GatLowy. The first premise is whether something is required 
or indicated to be done. Otherwise, I agree with you. 

Mr. Casry. Then that brings me back to the way you make your 
rates. 

Is it just what the traffic will bear or is it supposed to be what is 
reasonable ¢ 

Mr. GatLoway. There are many factors that go into ratemaking, 
Mr. Casey. I believe that the factors set out in the Inter-American 
Maritime Conference of 1940, referred to by others before this com- 
mittee, which set out roughly 29 factors that go into ocean ratemak- 
ing, is a true statement “of the case. Nevertheless, in a practical 
business way, the most important consideration is competition. 

Now, some people 08 to say that competition means then what 
the traffic will bear. I do not think that even that statement, “What 
the traffic will bear,” is necessarily as bad a statement as people would 
like to give it the meaning of being. It is a practical business deci- 
sion of what will move the cargo in the trade to the mutual benefit 
of the shipper and the carrier and the greatest volume of cargo. 

Mr. Casry. But you have lost the element of competition if you 
have an exclusive contract and have a monopoly on most of the ship- 
ping out here to the extent that you can tell a large cotton industry 
that you are not. going to reduce their rate and say, “We think that 
you are still in competition,” and they say, “Your rate is too high. 
What are you going to do about it ?” 

Mr. Garmatz. Will the gentleman yield ¢ 

Mr. Casey. Yes. 
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Mr. Garmatz. You say it is not your conference that Mr. Casey 
is speaking of; is that correct ? 

Mr. Gatioway. That is right. 

Mr. Casry. You know what he is talking about. He is talking 
about the Far East Conference and you have a joint agreement with 
them and what you do with one the other follows suit. It is all the 
same thing. It is just a subsidiary, so to speak. 

Mr. Gatioway. I would like to get the principle straight, Mr. 
Casey. 

Mr. Casey. On page 21, you make a showing here about these re- 
quests of 113 requests by the Far East Conference and you con 
curred on 104, and on 130 for the Pacific; the Far East Conference 
concurred on 120. 

What volume of your traffic is involved? These figures look mighty 
fine but we might be just talking about a few kegs of nails on 113 of 
these while the others might involve the largest volume of your ship- 
ping. 

Does this truly reflect the largest volume of your shipping? 

Do you see the point I am trying to make ? 

Mr. Gatioway. I did not check the particular commodities involved 
to determine the tonnage, to answer your first question. 

I would believe that a check would indicate, however, that these 
total rate requests are substantially those mentioned in another part 
which comprise 53 percent of our tonnage for 1958. 

Mr. Casey. That isa pretty good cross section. 

Mr. GALLoway. Yes, it is, sir. 

Mr. Casey. However, one of these is cotton. When you refer to 
this short simple edition of the Shipping Act, what sort of a short 
simple edition would that be, just renewing what is already in exis- 
tence ? 

Mr. Gattoway. When we get to drafting legislation, I think it is a 
lawyer's prerogative. To answer your question, I believe it would be 
something along the lines that would state that it is the policy of Con- 
gress that strong steamship conferences are needed and that to have 
strong effective steamship conferences, there must be a tying arrange- 
ment between the shipper and the conferenee and that such tying 
arrangement are also accepted as being fully legal or as necessary to 
accomplish the basic purposes. 

Mr. Casry. Would you accept something less than the 100 percent 
patronage as a suitable tying arrangement ? 

Mr. Gatioway. If you are asking my personal nm I do not see 
how less than 100 percent could be effective, Mr. Casey. You cannot 
have a little bit of rate cutting without risking complete rate cutting. 
In other words, we must make and keep insofar as possible our ship- 
pers competitive with whatever others have available to them in any 
way. 

Therefore, a little bit of rate cutting can be as serious as general rate 
cutting, and could lead to open rates or rate wars. 

Mr. Casry. You —— the deferred rebate ? 

Mr. Gattoway. I do not advocate it, sir. I believe that it is a very 
i erp tool, one of the most effective, and has been used in many 

rades except the trades to and from this country. 
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I suggest that Congress, in their consideration of this section of the 
act, might wish to consider whether conditions today are different 
than they were in 1916 and that maybe this could be eliminated. 

It is my understanding that, just prior to the last war, Maritime 
was going to have a hearing on this. I believe it was Maritime. I 
could be w rong. Maybe it was the Congress. This was interrupted 
by the war, so that it is my personal thinking and the collective belief 
of our members that they would like the opportunity to use all types 
of tying arrangements and in this regard we could not use the deferred 
rebate if they Ww vanted to decide that it should not be used. 

There is no thought of doing that and we have not a policy of asking 
that that be done. We just suggest that you might look at this along 
with other things. 

Mr. Casey. What is the difference between your contract and non- 
contract rates? Do you have it ona percentage basis ? 

Mr. Gattoway. No. It is $3 a ton in the case of, I believe, all our 
contract and noncontract rates. 

Mr. Cassy. Have you ever penalized any of your shippers for 
breaching their contracts ? 

Mr. GaLtLoway. Over a period of years we have, in a few instances; 
yes, sir. 

Mr. Casey. What has the penalty been ? 

Mr. Gattoway. I am speaking from memory. This question cer- 
tainly has involved legal proceedings. 

Mr. Casey. Has it been a cash penalty or has it been saying, “From 
now on you pay the noncontract rate” 

Mr. Gattoway. No; in a few instances we have collected a cash 
penalty. I think that the highest cash penalty was about a thousand 
dollars, if I remember correctly. 

Mr. Casey. Have you ever told some of them, “From now on you 
pay the noncontract rate” ¢ 

Mr. Gattoway. To my knowledge, we have not. No, sir. 

Mr. Casry. You have never enfore ed it in that w ay 

Mr. Gattoway. We have not in quite that way, sir, for a combina- 
tion of good and bad reasons. 

Mr. Casey. Yousay you have not. 

Mr. Gattoway. We havenot. No. 

Mr. Casey. The only penalty has been in the form of a cash pay- 
ment and, to your recollection, the largest payment has been about a 
thousand dollars? 

Mr. Gattoway. That is correct. 

Mr. Casey. Your contract usually calls for them to pay the differ- 
ence, does it not, between the contract and the noncontract rate ? 

Mr. Gattoway. I believe that is the term. I have a copy of our 
contract here. 

Mr. Casey. But you have never enforced that to its fullest ? 

Mr. Gatitoway. Not to the full amount; no, sir. 

Mr. Casry. I believe that is all, Mr. Chairman. 

Thank you, Mr. Galloway. 

Mr. GaLLoway. Thank you, Mr. Casey. 

Mr. Garmatz. Mr. Mailliard. 


Mr. Mariuiarp. Yes, Mr. Chairman, I have just a couple of ques- 
tions. 
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With this problem that you have discussed and which others have 
discussed of the f.o.b./f.a.s. shipment, do you not think it would be 
advisable to set up some ground rules that you can tell whether you 
have a case which is a violation or whether you do not? 

Mr. Gattoway. My direct answer, Mr. Mailliard, on a practical 
basis, would be that it would be impractical to try to determine 
whether in individual cases the ground rules had been observed or not. 

Mr. Matuurarp. Well, maybe so, but it would not be any worse than 
the situation which you have now, would it ? 

Mr. Gattoway. Yes, I believe it would in that we maintain that the 
shipper has contracted for all his cargo. Yes, sir. 

Mr. Marturarp. Is it not true that, in certain types of commodities, 
the seller customarily sells at his factory door and does not make any 
attempt to actually sell abroad? He has a commodity that people come 
to get and he sells it and title passes and that is the end of his 
association except as he may accommodate the purchaser and act as 
an agent ? 

Mr. Gatitoway. In our transpacific trade, of my own knowledge, 
I donot know of those instances. No, sir. 

Mr. Matruuiarp. Well, there has been some altercation, if you want 
to call it that, as 1 understand, with some of the chemical industry 
in southern California. I do not know whether that is primarily in 
the European trade or whether that would be your conference. 

Mr. GAtioway. Are you talking about Borax, for example? 

Mr. Mariuiarp. I am talking about Borax. 

Mr. Gattoway. I believe that involves another conference. We have 
not had with the Borax Co. that type of proceeding or problem. 

Mr. Mattu1arp. I am assured by people in whom I have a good deal 
of confidence that there are some of those commodities in which in 
fact they do not act as shipper except when specifically requested. 

Mr. Gattoway. As I say, I can only answer to the extent that I 
have knowledge of my trade and the answer is I do not know of those 
cases in my trade. 

Mr. Maruurarp. So that, you would rather go along assuming that 
any shipment is a violation than have the rules established ? 

Mr. easeam There must be out of this, Mr. Mailliard, a way 
found so that the ocean carrier through the conference can, in fact, 
secure the patronage of their contract shippers. Otherwise there is 
going to be a continuous test on whether a little bit of rate cutting can 
exist, and so on, and the alternative, because most of the factors con- 
cerned are beyond the control of this country, the Congress of this 
country, the regulatory bodies of this country in that we are talking 
about this foreign market that can be well serviced by other countries 
if we do not service it. There cannot be, in my opinion, other than an 
effective tie between the shipper and the regular lines and to the extent, 
then, the regular lines must adequately service the needs of the shipper. 

Mr. Maruirarp. Let me ask this question. If you got into a court 
test on a shipment and the question that was to be decided was whether 
there was a violaton of the contract and you lost, would you not be 
back to Congress mighty fast to set up some rules? 

Mr. Gatioway. Possibly. I donot know, sir. 

Mr. Marx1arp. I will accept that. 

I would believe it is a certainty. 











1234 STEAMSHIP CONFERENCE STUDY 


Also, in connection with regulation, I am sure you are aware that 
there is another committee of the Congress that claims a certain amount 
of jurisdiction, and I think it is safe to say that you would not get 
weeks and weeks and weeks of hearings out of that committee as to 
what the needs of the industry were, so that I just think that it would 
be sensible to recognize that if we do not do a job that appears to 
effectively protect the public interest somebody else is liable to do 
so? 

Mr. Gattoway. We share that view with you entirely, Mr. Mailliard. 

Mr. Maiiu1arp. Getting to this point of possibly having hearings, 
would you see any real impediment to conference operations with a 
procedure whereby, after notice had been given of a rate change, 
the Maritime Board could, upon complaint and the development of 
some indication of a case, not solely on complaint but with some sup- 
porting data to indicate that there was a point at issue, give the Mari- 
time Board the simple power to hold that in abeyance if they deemed 
that a hearing was required ? 

Mr. Garroway. Do I think that this would be practical to do this? 
I do not, sir. 

Mr. Maruirarp. Why not ? 

Mr. Gatroway. Well, let us take a specific example. A buyer 1n 
Manila wants a thousand cases of canned milk and he has asked one 
of the milk companies here to quote on a thousand cases of canned 
milk. We find that an adjustment in the rate’is required in order to 
move this versus foreign competition, let us say, Holland or some other 
dairy producing country. If we could not promptly effectuate what- 
ever the rate increase in this case on canned milk was, this particular 
thousand cases or a thousand tons which may be a greater quantity 
than it would move in, would go to the other place. It is as simple 
as that. 

The buyer is not concerned that the Federal Maritime Board is 
going toa hearing. He wants this rate adjustment and wants his order 
filled. He must have it. 

Mr. Matu1Arp. In this instance, how could a complaint originate 
which would be supported by any reasonable evidence that would 
lead the Maritime Board — such action ¢ 

Mr. Gattoway. Well, I do not mean to suggest that this is a good 
case. I know there are people in this room w vho are sort of pleased 
that I happened to take this one, but maybe people who taal milk 
in another form or a substitute for milk would say, “If this action 
were accorded canned milk, this would destroy the market for our 
powdered milk,” and so on, “and therefore you have to wait a minute 
and let us make a full presentation.” 

Mr. Maiuiarp. Let me ask you another question. Suppose this 
right of suspension of a proposed change in rates were restricted only 
to rate increases. 

Mr. Gatioway. In the first place, Mr. Mailliard, the rate increase 
under our conference cannot be effective on less than 60 days’ notice. 
It. spells out specifically the time within which the shipper has to say, 
“Here, we do not agree for the reasons set out.” 

Mr. Mamutarp. I understand. 

Mr. Gatioway. So that well before the effective date, probably 
most of the things that we are talking about in the case of a rate in- 
crease could be accomplished. 


8 ee na 





STEAMSHIP CONFERENCE STUDY 1235 


Mr. Mainuiarp. Except for one thing, which is the one on which I 
am trying to get an opinion from you. Might it not be worth our 
considering giving the Maritime Board the specific right to hold up 
the effectiveness of such an inc rease, pending a hearing under some 
reasonable ground rule, rather than to have to go through this proce- 
dure of finding such inequity, that it is damaging to the commerce of 
the United States, and threatening to dissolve the conference in order 
to enforce some action ? 

Mr. GAattoway. My answer is that it would not be practical for the 
reason that, with due respect to the regulatory or other personnel of 
the Federal M: witime Board, we do not believe that they are as expert 
as we think we are in our determinations and therefore it would be 
their decision of what these things say and it might do irreparable 
damage to our carriers as well as some of our shippers. 

Mr. Maiwuiarp. Here you have this rather extraordinary right to 
regulate yourselves and you do not want anybody looking over your 
shoulder to see that you do it in the public interest. 

Mr. Gauttoway. I think that they are looking over our shoulder all 
the time, and they are doing it very practically on the basis that we 
have this mutuality of interest and we cannot prosper if they do not 
prosper. 

Mr. Matiurarp. This is like the — of what is good for General 
Motors is good for the country. I do not think that is a realistic 
attitude. 

Mr. Gatitoway. Mr. Mailliard, it would not be realistic if in in- 
dividual cases it did not work, but I suggest that there have been few 
if any of those cases actually made. 

Mr. Maru1arp. I am inclined to agree with that, but even the few 
may deserve some more simple remedy than seems to exist under the 
present setup. 

Mr. Gatioway. That is the problem, Mr. Mailliard. I do not see 
myself the simple remedy. I understand the seriousness and the de- 
sire on the part of you and the members of the committee to discover 
if there is a simple way. I do not know the simple way myself. 

Mr. Maruiarp. I think that is what we are looking for. 

I have just one final question: On the subject of possibly having 
a representative of the Maritime Board more readily available, you 
mentioned, at the bottom of page 23, that you would not think it was 
desirable to have a representative in attendance at conference meet- 
ings. Would you have any similar objection if the representative of 
th Gover nment did not attend the final decision meeting but did 
participate in the preliminary meetings that you might have with ship- 
pers and so forth, in order to get information on which we might get 
more expeditious action if the thing finally did come to a complaint é 

In other words, recognizing the difficulties that you have mentioned 
of having an outsider sit in on a final decision business judgment, 
would there be any objection to having such a representative sit in 
on the sessions that you might have with the complainants or the 
applicants? 

Mr. Gatioway. I would answer that by saying there would not be 
the same objection. If we are hearing shippers, I think the members 
would take a different position about them having this representative 
of the regulatory body along, but I do not suggest that that would 
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completely waive the suggestion made here that it would still impede, 
that it might still impede. It is a little different question than their 
being present when the actual deliberations are going on. 

Mr. Mamuiarp. | might say that, as far as I am aware, the sugges- 
tion has not been made that they should sit in as an umpire or 
judge. 

Mr. Gattoway. Of course, this is what we do not know. We see 
the job or whatever they call it, the duties and so on, and it is rather 
general, so we take this or every opportunity to make our views known 
prior to being saddled with something. 

Mr. Matiurarp. That is all. 

Mr. Garmatz. It is actually the difference between a public hearing 
and an executive hearing. 

Mr. Gartoway. That is right, Mr. Garmatz; yes, sir. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Galloway, in recent years, has there been any 
substantial change in the membership of your Pacific Westbound 
Conference ! 

Mr. Gattoway. There has been one significant change, Mr. John- 
son. Since the end of the war we have seen the return of the Japanese- 
flag members of our conference and the additional Japanese lines that 
may be inthe trade since the war. Yes, sir. 

Mr. Jounson. In fact, you have, I believe 
of seven in your conference. 

Mr. Gatitoway. That could be right. I would like to refer to my 
appendix, if I may. In regular members, we have seven Japanese ; 
that is correct. 

Mr. Jounson. Has your conference refused membership to any ap- 
plicant seeking membership in recent years ? 

Mr. Gattoway. No; they have not, to my knowledge. No, sir. 

Mr. Jounson. Who sets the qualific ations for membership in your 
conference / 

Mr. GatLtowAy. We have a set of questions that we ask of applicants 
which have been formulated through the years, based on experience, 
and these are tendered to applicants when they apply, and, providing 
that they satisfactorily answer these basic questions which are de- 
signed to indicate their ability and intention to provide a common car- 
rier service, they are promptly admitted. 

Mr. Jormnson. Have you had any complaints that questionnaires 
were not reasonable ? 

Mr. Gattoway. Complaint against the questionnaire ? 

Mr. Jounson. Against the conference system, against your Pacific 
Westbound Conference in that the questionnaire that you require of 
a potential member was not reasonable ? 

Mr. Gattoway. No, sir; not tomy knowledge; no, sir. 

Mr. Jounson. Of the seven Japanese members, how many ships are 
represented, would you say ¢ 

Mr. Gattoway. I am sorry; I could not even guess on that. I am 
sorry; I cannot give an intelligent figure. 

Mr. Jonnson. How many would you say are represented by the 
seven American member lines? 

Mr. Gatitoway. I would be guessing there, but are you speaking of 
ships or sailings? 
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Mr. Jonnson. Ships. 

Mr. Gatioway. I should know this one more closely, but I would 
imagine that there are probably in excess of 150, around 150. Some 
of these gentlemen here could tell you that. 

Mr. Jounson. That represents the seven American members ? 

Mr. Gatitoway. This is what we are referring to. This is a guess- 
timate, really, on my part. 

Mr. Jounson. Would you say that the Japanese membership repre- 
sent many more than that number of ships? 

Mr. Gattoway. I would say that the ships the Japanese have in 
this trade do not necessarily exceed that number. 

Mr. Jonnson. Is there any prohibition against the Japanese mem- 
bers increasing the number of ships in the conference trade? 

Mr. Gattoway. The conference agreement has nothing to do with 
the scheduling of sailings. 

Mr. Jounson. So that the Japanese could put as many ships as 
they thought that the trade warranted; is that correct? 

Mr. Gattoway. All member lines, including the Americans sub- 
ject to the limitations of subsidy do, too; yes, sir. 

Mr. Jonnson. Of the seven American ship lines, to your knowledge, 
are they all receiving both the operating and the construction sub- 
sidy ? 

Mr. Gattoway. At the present time all of them are not, but I be- 
lieve all of them have applied. 

Mr. Jounson. Is there, to your knowledge, any type of a subsidy to 
the Japanese lines by their Japanese Government 4 

Mr. Gattoway. Yes, I understand there are various forms of as- 
sistance. 

Mr. Jonnson. Is it assistance similar to our type of subsidy ? 

Mr. Gatitoway. Not as I understand it. It is not exactly the same. 
Some parts of it may be similar. 

Mr. Jounson. Of course, as chairman of this conference, you are in 
a rather nonpartisan position, are you not, sir ? 

Mr. Gattoway. I must be. Yes, sir. 

Mr. Jounson. So that, you having the seven Japanese lines, you 
do have an obligation, of course, to those lines as well as to the Amer- 
ican steamship lines ? 

Mr. Gatitoway. That is part of my job. Yes, sir. 

Mr. Jounson. This committee, of course, is interested in stabiliz- 
ing the shipping trade. We are also interested in the economy of our 
country. And certainly I think we have an obligation respecting sub- 
sidies because, as you stated, those who are not receiving subsidies now 
in your conference have intimated that they are going to ask for 
subsidies—either operating subsidies, construction subsidies, « or both. 
In fact, we have been notified that even Isbrandtsen is going to ask 
for subsidies. That being the case, what protection do we Americans 
have to protect the general economy and the taxpayers in dealing with 
the Pacific Westbound Conferences and other conferences ? 

Mr. Gattoway. Mr. Johnson, I am not certain that I perceive your 
question in the way that you intend to ask it, or the answer you are 
really calling for. I do not see any prejudice to the American tax- 
payer’s dollar or the survival of the American merchant marine as 
such through the operation, let us say, specifically of our conference 
with its mixed membership, to the extent it is reflected here. 
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Mr. Jounson. We do know that there is a_very extensive ship- 
building program now going on in Japan. Presumably they are 
going to be used in this tr ‘ade and perhaps in other trades dealing with 
the American market. That is cor rect, is it not? 

Mr. Gattoway. That would be my ’ information, too; yes, sir. 

Mr. Jounson. The more ships, of course, that come within the 
conference trade will naturally affect the American interest from the 
standpoint of the American-flag vessels. That is correct, is it not? 

Mr. GALLoway. Yes; it is. 

Mr. Jounson. We also, of course, know that we have a great influx 
into America of foreign and particularly Japanese goods; is that 
not correct ¢ 

Mr. Gattoway. That would be my understanding, too, yes, sir. 

Mr. Jounson. There has been testimony that some of the buyers 
of American goods in the Orient are designating not only nonconfer- 
ence but conference ships of the Japanese flag. Have you had occa- 
sion to hear such complaints ? 

Mr. Gatioway. You are speaking of shipments from the Orient? 

Mr. Jounson. No; from America to the Orient in which the buyers 
have designated considerably to use Japanese conference vessels. 

Mr. Gatioway. I understand this to be thecase. Yes, sir. 

Mr. Jounson. Well, now, if we have no one jn our conference 
group representing the American investment and the economy, what 
can we do to see that there is no discrimination such as you state that 
you have heard is true? 

Mr. Gatioway. Well, if there is such discrimination, Mr, Johnson, 
it does not exist in the conference. This decision of the routing is by 
the buyer, and a representative sitting in our meeting certainly would 
have nothing to do with that. 

Mr. JOHN SON. Let us go to your assocl iate members. 

[ believe you have set ‘forth a schedule that there are four Japanese 
members classed as associate members, is that correct ? 

Mr. Gattoway. That is correct, sir. 

Mr. Jounson. How many American lines are associate members? 

Mr. Gattoway. There are none at the present time. 

Mr. Jounson. None. So that, the Japanese, of course, do, I believe, 
predominate. Therefore, taking your regular members ‘and your 
associate members, you have 11 “Japanese ‘member ship lines repre- 
sented in your conference. 

Mr. Gatioway. Seven voting, however. 

Mr. Jounson. Seven voting? 

Mr. Gatioway. Yes, sir. 

Mr. Jounson. But you also classify, I believe, as a part of your 
conference, the associate members, nonvotin 

Mr. Gatioway. They are associate es, yes, sir, but they do 
not have a vote. 

Mr. Jounson. Do you feel that the Maritime Board gives the 
proper protection to American industry and particularly to the sub- 
sidy program that we, of course, are compelled to provide? 

Mr. Gattoway. That is a very broad and general question, Mr. 
Johnson. I would venture the opinion that the Federal Maritime 
Board could probably be helpful to the industry in endeavoring to 
run down some of the rumors or incidents that you touch upon which 
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suggest that there may be reasons why there is routing one way or 
another of the cargoes, and so on. This is something that the indi- 
vidual carrier, or person in my position, cannot as effectively do as a 
Government representative might with the State Department or others. 

Mr. JoHNsON. How would the conference feel if they did have a 
representative to—I would not like to use the word “investigate” but 
to see that the American interest was properly investigated 

Mr. GaLttoway. This is outside of the conference, is it not, Mr. John- 
son, because I say again that this representative sitting in the confer- 
ence or working with the conference, as such, would not have the op- 
portunity or properly have the purview of any of these things. 

Mr. Jounson. As to our American-flag vessels in this Pacific West- 
bound Conference, do they receive their proper share of goods inbound 
to American ports ? 

Mr. Gatioway. I believe only they can answer that, Mr. Johnson. 

Mr. JouHnson. As chairman, you are not in position to say on that? 

Mr. GALLowAy. Iam not in position. No, sir. 

Mr. JonHnson. There has been criticism on the part of shippers that 
in your contract you hold a signatory to the subsidiaries of the cor- 
porations as well as, of course, the corporations themselves. What 
have you to say as to whether that is proper, whether there should be 
some distinction where a subsidiary is not actually engaged in like 
manufacturing of products and deals as a separate entity 4 

Mr. Gattoway. Well, our contract does provide that the contract 
signator, by signing, binds his affiliated and subsidiary companies. 
You suggest that by it being this way there might be damage to some 
subsidiary or affiliate. It would be our position that, if the subsid- 
iary or affiliate ships in the trade as well as the principal or parent 
company, that our contract is hardly effective if one branch of the 
same parent company has the freedom of taking advantage of cut 
rates and so on, whereas, the parent company carries on the pretense of 
carrying out a contractual obligation with us. 

Mr. Jounson. I had in mind a situation where the conference did 
not inquire at that time whether the signatory is the sole corporation 
or whether they are subsidiaries and have the subsidiaries, who are 
corporate entities of their own, sign separate and distinct. contracts. 

Mr. GaLLoway. Under our form of contract as it is drafted, the one 
signing would cover. We do point out and do in most instances ask 
that the principal signing list their affiliates and affiliated companies 
so that there will be no question either from their standpoint or ours 
as to what we are talking about. 

Mr. JoHnson. Would that not be a more practical approach ? 

Mr. Gattoway. To have them listed ? 

Mr. JoHnson. Yes, sir. 

Mr. Gatioway. In all instances it would be more practical to have 
them listed, but this is not a separate contract. 

Mr. JoHnson. On page 5, you state that there has been— 
inability to take a strong position in recent years in regard to the enforcement 
of our contracts. 

What do you have to suggest that could be done to give you a better 
position legally ? 

Mr. Gatioway. For your committee and Congress following these 
hearings to adopt this short simple language we speak of which will 
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take the dual rate system or shipper ties out of the legal maze that 
they have been in and then we can carry on our business and the ship- 
pers can devote their time to selling and shipping goods. 

In the atmosphere through the many complaints against the con- 
tract rate system and the success beyond, I am sure, their fondest ex- 
pectation of certain people, they have sort of snafued many of our 
operations in many years. 

We have been in court, out of court, before the Federal Maritime 
Board and these are the complications I am speaking of. 

Mr. Jounson. Have you ever had a test case in your conference? 

Mr. Gattoway. Not truly. We had a case involving Lavalle & Co. 
where the supreme court in Portland upheld the lower court, but I 
believe the supreme court based its adverse decision against the con- 
ference on the fact that our contract rate system had not been specif- 
ically approved by the Federal Maritime Board. 

This was citing the district court, I believe. I believe that I am 
going tover my head in stating these legal matters. I will ask my 
counsel to correct or supplement what I say. 

Mr. Jonnson. I have one final question. 

On page 10, I am rather interested as to which controls, particularly 
import controls, are circumvented through shipment using third coun- 
tries. Could you elaborate a little on that? 

Mr. Gattoway. Yes, I could cite the instance of the scrap brass and 
copper which, it is our information, is moving to the Orient par- 
ticularly Japan via Europe, via Australia, via Hong Kong, but it is 
supposedly prohibited from being imported directly or it is my under- 
standing that it is prohibited from being imported directly. 

Mr. Jounson. Specifically how would the rate compare on that? 

Mr. Gatitoway. I do not know all the rates, Mr. Johnson. 

Mr. Jounson. In the specific case you speak of. 

Mr. Gattoway. In the specific case I know where the rate has been 
stated, and I have no reason to and have not been able to disprove it 
through my check, the rate via Europe I think is about $42.50 a ton. 
Our rate is about $35.50 a ton. 

Mr. Jounson. So what suggestion would you have that that could 
be corrected ? 

Mr. Gattoway. Which is this to be corrected, sir? 

Mr. Jounson. You say that there is this control. Do you feel that 
there should be any prevention of this practice ? 

Mr. Gattoway. Our member lines, I am sure, would like to see the 
Japanese Government in this case lift the import controls so that this 
cargo could go direct from here at the lower rate of $35.50 and they 
would participate in its carriage. ' 

Mr. Jounson. When you speak of the Japanese Government, what 
organization similar to the Maritime Board do they have? 

Mr. Gatioway. It isa fair trade commission. 

Mr. Jounson. How does their supervision and power compare 
roughly with our Maritime Board? 

Mr. Gattoway. It is my understanding that initially, following the 
war, it was set up patterned largely after ours, but I understand that, 
in changes made in recent years, they are going back closer to the Eu- 
ropean system, moving away from our setup. 

Mr. Jounson. They recognize the rebate, is that correct? 
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Mr. James (Leonard James, counsel, Pacific Coast European Con- 
ference and Pacific Coast Latin American Conferences). They re- 
cently repealed their prohibition against the deferred rebate in Japan. 
They had originally adopted a shipping act patterned after ours. 

I am Leonard James, counsel for the Pacific Coast European Con- 
ference and Pacific Coast Latin American Conferences. 

Mr. Jounson. I have nothing further. 

Mr. Garmatz. Mr. Galloway, I said at first that this was a very fine 
report. There is one thing in here that is outstanding, to my way of 
thinking. In all our hearings I have not seen the figures that you 
have here. In the last 2 years, you say there have been no increases in 

rates. In many of our hearings we have heard that there have been 
increases and no decreases. 

Mr. GatLtoway. We have not had any increases out here in the past 
couple of years. 

Mr. Garmatz. I said in some of the testimony. 

The point I am trying to get at, Mr. Galloway, is the fact that you 
have 95 reductions in 2 years and no increases. 

Mr. Gatioway. In the year 1958, we had reduced rates in 95 items 
and have not increased rates since M: ay 1 of 1957. 

Mr. Garmatz. That is right. You say from 9 percent to 58 percent. 
Is there any way in which you could break that down for me so that we 
can include in the record how these 95 reductions rate between 9 percent 
and 58 percent. In other words, one article might have been the 58- 
percent reduction and the other 94 might have the 9- percent reduction. 

Mr. Gattoway. Ihave the work sheets. I am not sure that I under- 
stand. I can restate it. I do generally understand. I want to make 
sure that I understand just ex: vetly how you would like. 

Mr. GarmMatz. You jump from a 9-percent to a 58-percent reduction 
on 95 items. Is there any way you could give a breakdown? 

Mr. Gatioway. Would you like to have me say that 75 percent of 
them are under such and such a percent? I will break it any way 
you like. 

Forty-six reductions fell in the range of 9 to 20 percent, 24 reduc- 
tions fell in the range of 21 to 30 percent, 17 reductions fell in the 
range of 31 to 40 percent, and 8 reductions fell in the range of 41 to 
o8 percent. 

Mr. Garmatz. That is right. You may have one item where you 
could jump from 15 percent to 58 percent. 

Mr. Gatioway. I can tell you that they are scattered all through. 
I will certainly tell you that there are not too many of them on which 
the 58 percent has been granted, or we would be out of business. 

Mr. ism: rz. I may be wrong but I think this is the only conference 
that I remember that has not had an increase in 2 years and has had 
95 decreases. I think that isa little ray of hope for these people here. 
I think you are trying. 

Mr. Miller? 

Mr. Miter. I have just one or two small questions. 

You have mentioned from time to time in anwser to questions asked 
you that certain things are outside the jurisdiction of the conference. 
T appreciate that very much. 

On the other hand, some of us are very much concerned with the 
maintenance of an American merchant marine and we have to come to 
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you people who are knowledgeable in this field to get information. 
That is not helping us very w ell when we have to compete in Congress 
and fight very hard to get money to maintain an American merchant 
marine. 

Now, are these statistics that you collect, that you mention on page 
5, collected on eastbound cargo from the Orient also? 

Mr. Gattoway. On westbound ¢ argo? 

Mr. Miter. Cargo originating in the Orient and destined for west 
coast ports. 

Mr. Gatutoway. Yes. Most of the conferences, in fact all the con- 
ferences, the principal ones compile, or I will qualify that and say that 
in the case of the Philippine and Japan conferences they compile cargo 
statistics similar to ours. 

Mr. Mituer. Are they available to you? 

Mr. Gattoway. Yes, sir. 

Mr. Mitter. Then some of the data that was asked for in a couple 
of questions could perhaps be answered if we made reference to the 
statistics put out by those conferences. Some of the questions Mr. 
Johnson asked you, which you were not readily able to answer relative 
to the amount of cargo generated in Japan and coming this way, 
could be answered if we referred to those statistics ? 

Mr. GatLoway. Quite possibly. I did not associate, in some of 
those questions that I failed to answer, the information that you are 
speaking of. 

Mr. Mitter. Of course, some of the data would be very helpful to 
us not in this field, but in other fields and generally our interest in 
coming here is that of getting information not only in this field, but 
in other fields. Do these other services that you render, such as cargo 
inspection and the accurate computation of cubic measurements and 
that sort of thing, are all carried on on a two-way basis, too, as far as 
the return cargo or shipments inbound to this country from oriental 
ports? 

Mr. Gatioway. Taking the inspection bureau first—or what they 

call them on the other side are official weighers and measurers—this 

ios been in existence for many years to my knowledge and at the 

various ports in the Orient they have a bureau that can check the 
weights and measurements as required. 

I do not know that they go into inspection as to description or con- 
dition to the same extent that our bureau does. 

I lost your second part there. 

Mr. Mrier. I think you have answered. 

That isall. Thank you. 

Mr. Jounson. Mr. Chairman, I wonder if Mr. Galloway would 
provide for the record the number of ships represented by the Ameri- 
can membership in your conference and also the number of ships 
represented by both the associate membership and the regular mem- 
bership of the Japanese members. 

Mr. Gatioway. I will be happy to endeavor to compile this, sir. 

Mr. Jounson. In fact, if you gave it on all members, that would 
be nice. There would be no discrimination. 

Mr. Gatioway. You are speaking of the ships engaged in the 
trade? 

Mr. Jounson. In this trade in the conference. 
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Mr. Gatioway. It would be necessary, you can appreciate, to go 
to these lines. I would be very happy to work as a clearinghouse 
to do that. 

Mr. Jounson. If it is not too much to do. 

Mr. Gattoway. No 

(The information follows :) 

(1) The vessels which loaded at Pacific coast only—in other words, their full 
capacity was loaded or was available for loading at Pacific coast ports, and 
(2) covering vessels that first loaded at Atlantic and gulf ports and which 
vessels finished their loading at Pacific coast ports en route to the Orient. The 
vessels in this category on the average will not load more than 20 percent of the 
vessel’s capacity at Pacific coast ports and are as follows: 








| Loaded at 
Loaded at | Atlantic and | 
Pacific coast gulf ports Total 
| ports only prior to call 
at Pacific 
ports 
RO aiiiniiidands sand neediest eet npmaple annie naand 310 162 472 
OT Se ee eee ee sated : 1f4 179 343 
GE I tisb dna ohussnnwenccuacaeneus cai aes 39 67 106 
EGE Seentindncamaue suai SO esis tian 22 
ee ia aid slicks 7 siaeicaans 7 | 53 53 
Ic cicaad ccc saa dices dchhivadacn sea eegeseeie 9 | 10 19 
iain ktindskekmacahat demain bigateciad ll 11 
PIODON eia tuba goe biaeselagksaaaian ag seeeaaws } | cipal ensetacc cx 
OG bared htni a cecbidaceestmledasneesdiaicneean | 544 | 482 1, 026 
' ' 





Mr. Garmatz. The hearing will recess until 2:15. 
(Whereupon, at 12 :30 p.m., the hearing was recessed until 2:15 p.m., 
this same day.) 
AFTERNOON SESSION 


Mr. Garmatz. The meeting will come to order. 

I would like the record to show that we have the pleasure of having 
one of the representatives of the great city of San Francisco here 
with us, a Member of Congress and one of our colleagues, who was 
a former member of the Merchant Marine and Fisheries Committee, 
now a member of the very powerful Appropriations Committee. I 
am sure that he is very helpful to the maritime industry on the par- 
ticular subcommittee of which he is a member. Mr. Jack Shelley. 

All right, Mr. Galloway 

Mr. Gantoway. Thank. you, Mr. Chairman. 

I would like to go back to my answers to some of Mr. Johnson’s 
questions this moring, referring particularly to the directing of cargo 
from, I think you mentioned Japan particularly. 

Mr. Jounson. Yes. 

Mr. Gatioway. So that my answers will not be taken improperly, 
I would like to make it clear that the routing of cargo could be for 
many reasons. 

In my position, [ would have no way of knowing whether this is 
a national desire, or whether this is a particular sailing date or 
arrival date that is needed, and any other inference that might be 
drawn from my answer would be entirely improper and I “would 
not be in a position to answer it. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have no questions. 
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Mr. Garmatz. Mr. Zincke. 

Mr. Zincke. Thank you. 

Mr. Galloway, you referred to the maintenance of two separate 

tariffs by your ‘conference. Is it not a fact that the existence of the 

overland tariff tends to penalize your local Pacific coast industries 
by depriving them of the distance advantages and location advantages 
that they otherwise would enjoy ? 

Mr. Gatioway. I believe not, sir. 

Mr. Zincke. Well, if a company goes to the trouble and expense of 
setting up a plant on the Pacific coast and then gets the same rate 
as another plant located near Chicago, does that not deprive the 
former of the advantages of its location / v 

Mr. Gatioway. I will tr y to follow you, Mr. Zincke. 

The shipment from the overland points, Chicago, for example, is a 
combination of, say, the rail and then the ocean, from the west coast. 

Mr. Zincke. And the total freight rate is approximately the same 
from Chicago as it is from a plant located in San Francisco; is it not? 

Mr. Gattoway. No. Notatall. Not necessarily. 

Mr. Zincke. Not necessarily ? 

Mr. Gatioway. The overland rates have no particular relation 
tothe local rates from the Pacific coast. 

The overland ocean rates are designed to, insofar as possible, in 
conjunction with the applicable rail rates, permit shipment via the 
Pacific as well as via the Atlantic and gulf. 

Mr. Zincxe. And they represent the absorption by the carrier of a 
portion of the land freight rate; do they not ? 

Mr. Gatioway. In that any proportional rate might have that 
effect; yes. 

Mr. Zincke. With respect to dried milk, for example, the U.S. 
Government absorbs the overland freight rate on the surplus dried 
milk; does it not ? 

Mr Gatuoway. It is my knowledge that, under the terms of the 
Department of Agriculture surplus “commodity sales program, that 
they make available to an export purchaser or an exporter at the 
port, whether it be Atlantic, gulf, or Pacific port, dried milk at the 
same net price as would be available to a local shipper located in San 
Francisco or in New York or in New Orleans. This is what I under- 
stand the terms of their sales agreement to accomplish. 

Mr. Zincke. For example, a dried milk processor in, let us say, Wis- 
consin, would get the benefit of your overland tariff, would he not, on 
a shipment to, let us say, Japan ? 

Mr. Gatioway. Mr. Zincke, are you speaking of a commercial 
shipment ? 

Mr. Zincxe. I am speaking of a shipment in which the Department 
of Agriculture is interested as a surplus commodity. 

Mr. Gatoway. Our rate is the same local and overland for the 
reasons I explained a moment ago: that the Department of Agri- 
culture does what equalizing is necessary. 

Mr. Zincke. Your rate isthe same? 

Mr. Gatioway. The ocean freight rate is the same; that is right. 

Mr. Zincke. That applies to all commodities in which the Depart- 
ment of Agriculture makes an allowance ? 
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Mr. Gatitoway. I would not be able to answer that. I am not 
familiar beyond, I think it may be LD 29 or it might be LD 30. We 
started at LD 25 about a year ago and it keeps progressing. It may 
be29. Thisis dairy products. T am not familiar with other products. 

Mr. ZincKE. Now, you stated that you maintain extensive competi- 
tive tariff files and files of other conferences 

Mr. Gattoway. That is correct. 

Mr. Zincke. You also stated that in general the inbound rate from 
Japan on the same or similar commodities tended to be lower than 
the outbound rate. Is that a correct statement 

Mr. Gattoway. I think, generally speaking, that would be the case. 
You would have to check each individeal one. I certainly could not 
make a blanket statement in that regard. 

Mr. Zincke. You stated that the reason for it was that there was 
less inbound cargo and therefore less competit ion. 

Mr. Gattoway. I beg your pardon ¢ 

Mr. ZincKE. Suppose you restate it. 

Mr. Gattoway. I said there are many reasons. 

I said one of the reasons was the fact that the inbound cargo was 
not as great asthe outbound. That is one. 

That might not be the particular reason why they adjust the rate. 
I would not have any idea. 

You are speaking now of rates set by conferences in the Orient with 
which I, person: lly, have no connection whatsoever. 

Mr. Zincke. But I assume that you familiarize yourself with the 
practices and rates in the particular trade in which you are concerned, 
do you not ¢ 

Mr. Gattoway. Well, the particular trade in which I am con- 
cerned is the outbound trade from the United States to the Orient, 
particularly from the Pacific coast to the Orient; yes, sir. 

Mr. Zincxr. That is the only trade about which you have any in- 
formation. You are not concerned with the ships that turn around 
and come back on the same route ? 

Mr. GautLtoway. I am concerned and keep myself abreast of a lot 
of things. Weare speaking of what is my responsibility. 

Mr. Zincke. I am speaking about your information and not your 
responsibility. 

bo you have any information concerning it? 

Mr. GALLtoway. Would you restate your question, please? 

Mr. Zincke. What, if any, information do you have concerning in- 
bound rates and practices from Japan to the United States ? 

Mr. Gatuoway. I hi “i probably considerable general information. 

Mr. Zincke. Well, I asked you whether you would be prepared to 
verify these particular rates that I am about to quote. 

Plywood, cedar, in bundles, outbound $35, weight measurement. 
Japan inbound $24. 

Mr. Gatitoway. Is this for inbound cedar plywood ? 

Mr. Zincke. Yes, sir. 

Mr. GaLLoway. You are asking me to verify the rates? 

I would be happy to make a note of anything that you want me to 
verify. I, naturally, do not have the tar iff files here to check. 

Mr. Zincke. I did not assume that you would have, 
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I would like possibly information as to the variance of rates on the 
different commodities. Iron and steel nuts and bolts, $27.65 out- 
bound ; $20.50 inbound. 

Wire mesh, concrete reinforcement, $39 outbound ; $19.75 inbound. 

Canned goods N.O.S. $50.50, weight measurement outbound; $2 
inbound. 

General cargo $66.75 outbound ; $45.75 inbound. 

Machinery, $51,50 outbound ; $28.50 inbound. 

Nails, $27.65 outbound ; $16.50 inbound. 

Roofing tiles, $45.40 outbound ; $20 inbound. 

I would appreciate whatever explanation you care to make with 
respect to the discrepancies. 

Mr. Gattoway. Well, I do not know that I am in position to make 
any explanation, Mr. Zincke. I made the statement that the facts 
from my general knowledge would undoubtedly be that there are 
many rates, possibly, from “the Orient, including Japan, which may 
be lower for the same commodity. 

As to why particular rates that you have cited are different in the 
two directions, I could comment only properly on what I know about 
our rates for these commodities, whether this is a commodity that 
moves in this trade or whether it is an item that appears in the tariff 
and does not mean much more than that. I could hardly properly 
comment on why the rate from Japan is lower on any of these than 
ours. I would not know. 

Mr. Zincke. Well, generally speaking, one of our concerns is the 
maintenance of the health of the foreign trade of the United States, is 
it not? 

Mr. Gatioway. Insofar as it concerns the traffic and cargo moving 
from the Pacific coast of the United States and Canada to the Orient. 
Other than that, my interest has no sound foundation other than my 
general interest in the welfare of my carriers. 

Mr. Zincxe. Well, is it not a fair statement that an index of the 
fairness of a particular rate or rates is the quantum of service ren- 
dered to the particular shipper ? 

Mr. Gatitoway. I am afraid I do not understand your question, Mr. 
Zincke. 

Mr. Zinckr. What elements are involved in the question of the 
fairness of a particular rate ? 

Mr. Gatioway. I think I stated this morning that there are ap- 
proximately 28 or 29 factors that go into it. Of these, competition 
is the most important. 

Mr. Zincxr. Competition is the most important. Distance is rela- 
tively unimportant? 

Mr. Gatitoway. If competition dictates something else, it most cer- 
tainly is. 

Mr. Zincke. And loading and discharging costs? 

Mr. Gatioway. That determines whether the carrier makes a 
profit or not and must be to the extent that competition permits 
either reflected in the rate or the carrier must make the regrettable 
decision that they cannot make the adjustment in rate because of these 
factors. 

Mr. Zrncxr. Generally speaking, from your experience in the 
steamship industry, is it not a fact that the competition is about the 
same westbound and eastbound on the Pacific? 
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Mr. Gattoway. I would not say that at all. No, sir. 

Mr. Zrncxe. What is the difference ? 

Mr. Gatioway. Well, in the first place, you have a much lesser 
volume of cargo moving eastbound into the Pacific. You have pos- 
sibly, and I say this without having any figures before me, a greater 
volume of service of vessels that are going on maybe to the gulf or 
Atlantic, but which outbound do not necessarily stop by California. 

There are many factors that get into this. 

To answer your basic question, I would think that as severe as the 
competition is outbound, westbound, it is more severe inbound for the 
combination of reasons including the lesser volume of cargo. 

Mr. Zincke. And is it competition from other conference carriers 
or is it competition from nonconference carriers ? 

Mr. Gattoway. Both. There is competition within the conference 
and there is competition from outside. 

Mr. Zrvcke. Are there more nonconference carriers operating east- 
bound than westbound ? 

Mr. Gatioway. I would not say necessarily more. 

Mr. Zincke. Is there more service, then? 

Mr. Gattoway. There is a regular liner, independent liner service 
inbound, which same service does not operate outbound or westbound. 

Mr. Zincxe. And that is a nonconference operator ? 

Mr. GaLLoway. That is right. 

Mr. Zrincxe. And that contributes to the competition that results 
in lower rates ? 

Mr. Gatioway. Not at all. If that carrier had its way the rates 
would be higher. 

Mr. Zincke. That is one of the carriers that results in increased 
service and you stated that there was more competition inbound. 

Mr. Gatitoway. Yes, but you drew a conclusion with which I do not 
agree. I donot understand that to be the case. 

Mr. Zincke. And it is your position that that carrier has no appreci- 
able influence on the rates in the Pacific? 

Mr. Gatioway. Yes, they did to the exent of contributing very 
largely to their being opened in a rate war, yes. 

Mr. Zincke. At the present time? 

Mr. Gatioway. At the present time they are more desirous of get- 
ting them up, so there is not the problem. 

Mr. Zincke. Now, in connection with an application for a rate ad- 
justment, precisely what information do you seek from a shipper ? 

Mr. Gattoway. We have a regular form, which I regret to say I do 
not have a copy of here, which asks, among other things, the weight 
measurement of the cargo, the value, whether it is hazardous, the 
volume in which it moves, what the foreign competition is, and just 
all of these questions fills the full page. 

I would be happy to submit a copy of that. I should have had it 
with me. I do not. 

Mr. Zincke. Now, you state that: 

We must determine to the extent possible, whether or not our shipper’s f.o.b. 
price of his product compares favorably with his foreign competitor’s f.0.b. price. 

What information do you seek to elicit from the shipper with respect 
to that ? 
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Mr. Gatioway. I believe that this is one of the questions that asked 
the value. I believe it states it as f.o.b. or the shipping point. If 
that information is not furnished we endeavor through a call or letter, 
where it comes to this point as I described in my sté atement, to find out 
whether he is in fact competitive up to seaboard or whether he has a 
problem that is beyond our scope to be able to do anything about, and 
this is the way we do it. 

Mr. Zincxe. “At this point, we must then come realistically to grips 
with all the component parts of the U.S. peppers delivered cost 
versus his foreign competitor’s delivered cost.’ 

Mr. Gattoway. W rell, delivered cost is the cost to the Oriental mar- 
ket, in other words, say Malaya, Japan, Hong Kong, wherever it 
may be. This would be comprised of the f.o.b. or f.a.s. port of export 
costs which would include his profit. It would be the freight rate, 
the insurance, anything else that would be added to it to give the 
delivered cost. 

Mr. Zincke. Now, you refer on page 16 of our statement : 

In addition to the rate stability offered by conferences, it is of major importance 
that the conference member lines provide regular and frequent sailings to 
accommodate the needs of shippers in servicing their oversea markets. 

Is there any provision in your shipper’s contract or elsewhere that 
has to do with provision of regular and frequent sailings ? 

Mr. Gatioway. No, there is not. This 1s just the proper servic- 
ing of the trade. It is done on a voluntary basis and in this trade 
completely satisfactorily, as I would understand it. 

Mr. Zincke, And there is no legal obligation whatsoever under its 
contract to furnish any service, is there ? 

Mr. Gattoway. I do not quite understand your question. 

Mr. Zincke. If you would be kind enough to read your conference 
contract and point out to me any provision that calls for the confer- 
ence or its member lines to furnish any service, I will see that it is 
included in the record, with the permission of the chairman. 

Mr. Gatioway. In answer to your question, Mr. Zincke, I would 
not see the need to have a contract. if the man was not going to ship 
cargo and the carriers were not going to furnish service. You are 
speaking of the amount of service. No, the contract does not spell 
out the frequency or the number of sailings. 

Mr. Zincke. The contract provides an 1 obligation on the part of the 
shipper to ship his goods by conference vessels but there is no cor- 
responding obligation on the part of the conference to carry those 
goods, is there ? 

Mr. Gatioway. Yes, there is either to carry it or to release the 
shipper from his contract. 

Mr. Zincxe. Will you show me the provision that says that they 
agree to carry it, or will you quote it or paraphrase it ? 

“Mr. Gatroway. The shipper offers all his cargo to the conference 
carriers. If the conference carriers cannot lift the particular ship- 
ment at the particular time, they release the shipper, so they accom- 
modate his shipment except where they cannot meet a specific shipping 
date. 

Mr. Zincke. But they do not agree to carry it themselves. They 
merely agree that if they choose not to car ry it, they will permit the 
shipper to go elsewhere, is that not correct ? 
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Mr. Gatroway. I think I covered this under my heading of the 
“Requirements contract. 

Mr. Zincke. I take it you choose not to answer that 

Mr. GaLLoway. No. 

Do you wish my answer or not / 

Mr. Zincke. Yes, I do. 

Mr. Gattoway. Then, you listen. 

If the shipper guarantees a certain amount of cargo to the carrier 
within a prescribed period, the carrier has a definite obligation, but 
our contract does not require this. 

By the same token, it does not require the carrier to do other than 
to furnish suitable service which, : said, in our trade, they have done. 

If you have a problem in our trade, Mr. Zine ke, I would like to 
know about it. 

Mr. ZincKeE. The point is they do not agree to furnish service in the 
contract ¢ 

Mr. Gattoway. I do not see that that is important. 

Mr. Zincke. It may not be important but it is a fact that they do 
ot, is it not? 

Mr. Gattoway. The important fact, as I see it, Mr. Zincke, is that 
there are no shippers that have complained of lack of service in our 
trade. 

Mr. Zincke. You state that where no conference vessel is avail- 
able, the shipper is free to go elsewhere. What are the time limits 
in your contract before you free the shipper ¢ 

Mr. Gattoway. I think it is 48 hours. 

Mr. Zincke. It is in that neighborhood. That is sufficient. 

Mr. Gattoway. I believe that is correct. 

Mr. Zincke. Generally speaking, if such a situation arose, it is 
not unreasonable to assume that space would be tight elsewhere, is it ? 

Mr. Gatioway. I do not think I can answer that generally. Some- 
times. ; 

Mr. Zinckr. You are an experienced shipping man, sir, are you 
not ¢ 

Mr. GaLLoway. Sometimes particular trades may feel a bulge ahead 
of others. 

Mr. Zincke. In your particular trade ¢ 

Mr. Gattoway. In my particular trade, if things are pretty good 
in our trade they are pretty good generally. 

Mr. Zincxe. Meaning if space is tight for you it is tight for the 
nonconference competitors / 

Mr. Gattoway. I thought we were talking about other trades. 

Mr. Zincke. No, sir. We are talking about the particular trade. 
We are talking about a situation in which your lines do not choose 
to serve a shipper whereupon your conference, within 48 hours, re- 
leases him from his obligation to use conference vessels, and my 
question was, in the ev ent that your conference vessels were un: ible 
to carry the ‘shipment because of tight space, is it not likely that in 
other ships in the trade not members of your conference, that space 
would be equally tight ? 

Mr. Gattoway. Would you read that question, please ? 

(The record was read as follows :) 


No, sir. We are talking about the particular trade. We are talking about 
a situation in which your lines do not choose—— 
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Mr. Gattoway. Pardon me. You said our carriers did not choose 
to serve? 

Mr. Zincxe. I will withdraw the word “choose.” 

They do not serve the shipper. 

Mr. GatLtoway. They do not have the space to accommodate hin. 

Mr. Zincke. I will accept your amendment, sir. 

Mr. Gatitoway. I do not know whether that would be necessarily 
the case or not. Maybe the outsider would be begging. I do not 
know. 

Mr. Zincke. Youdonot know. You stated that you made frequent 
or a number of calls on shippers throughout this part of the country. 

Have you had any complaints or observations from those shippers 
with respect to their views as to the merits of the joint agreement be- 
tween your conference and the Pacific Far East Conference? 

Mr. Gatioway. I believe in some of my discussions at different times 
with different shippers, they have commented on the joint agreement. 

Mr. Zincxe. Commented how ? 

Mr. GatLtoway. Sometimes favorably, sometimes unfavorably. 

When they commented unfavorably, we certainly tried to under- 
stand what the particular complaint was and to either answer it or 
to explain; and, as I stated in my statement, when this was done most 
of these people were quite satisfied. 

Mr. Zincke. You heard little or no comment to the effect that the 
tie between the Atlantic and the Pacific was working to the detriment 
of the Pacific coast shippers? 

Mr. Gatitoway. I do not know this to be the case. 

Mr. Zincxe. I did not ask you whether you knew it, sir. I asked 
you whether you had heard comment to that effect. 

Mr. Gattoway. Through the years since 1952, I am sure that on 
occasion I probably have heard that. I hear a lot of things in my 
business. 

Mr. Zincke. And that the Pacific coast carriers who have knowledge 
of the peculiarities of their particular trade and the needs of their 
shippers were being restricted in their activities by the veto power 
exercised by a group that had no interest in the Pacific coast what- 
soever ? 

Mr. Gatitoway. Those statements may have been made on occasion. 
I do not know whether they square to the facts or not. I would have 
to know the particular case. 

Mr. Zincke. But you have no particular recollection that those state- 
ments were at all widespread or that this belief is widesprtad ? 

Mr. GatLtoway. Not widespread, no,sir. No. 

Mr. Zincxe. You stated that in general there was concurrent action 
of your conference with the Far East Conference and, vice versa, 
generally speaking, that one conference concurred with the other in 
the vast majority of cases. 

Mr. Gattoway. That is correct. 

Mr. Zincke. If that is so, why is it necessary that they consult each 
other if they agree so well ? 

Mr. Gattoway. Mr. Zincke, I have had a number of years in the 
business without a joint agreement. I am aware of many good 


reasons, very sound reasons why, even though there may be coopera- 


tion under a joint agreement, that you cannot necessarily expect that 
same cooperation without a joint agreement. 
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I am aware of years of retaliatory rate adjustments which did not 
accomplish anything for the shipper and were extremely costly to 
the carrier at a time when they could little afford it and, therefore, to 
answer your question, the same things are not possible w ‘ithout a joint 
agreement that are possible with a joint agreement. 

Mr. Zrincxe. And do you have any knowledge of any situations in 
which action favorable to the shipper was taken by the Westbound 
Conference and was rejected by the Far East Conference with the 
common members of each conference voting inconsistently in those 
conferences 4 

Mr. Gattoway. This is a two-part question, as I would understand 
it. 

As to the first part, by my statement there were, I believe, 130 
requests that we put to the Far East Conference, of which they ap- 
proved 120, so that there were obviously 10 on which they did not 
agree with us. 

“T did explain in that connection that they had additional informa- 
tion in connection with some of those which caused our members later 
to rescind their action or to take a different action. 

On the second point, I am sorry I am following you so close that I 
have missed this. 

Mr. Zincxe. The question was, where a member of your conference 
voted in favor and then turned around in the other condition and 
voted against the adjustment. 

Mr. ‘Gat Loway. I would point out to you, Mr. Zincke, that unless it 
is an open vote, if there is no objection it is a unanimous vote. If 
there is an objection, there will be a ballot vote. The ballot vote may 
be by secret ballot. If it is by secret ballot, I do not have any idea how 
the members voted, and even where I know on an open ballot, say, that 
there was no objection or we have a rollcall on an open ballot, I have 
no idea how those members voted in the other conference. I would 
not know whether it is inconsistent or not. 

Mr. Zincxe. The other conference confides in you concerning the 
reasons for their actions, is that correct ? 

Mr. Gattoway. That is part of the requirement for the joint agree- 
ment, yes, sir. 

Mr. ZAIN ckrE. But you have no way of knowing what action is taken 
by that conference ? 

Mr. Gattoway. How the individual member lines vote is what we 
are talking about as to inconsistency. I have no idea. 

Mr. Zincxe. With respect to disciplinary action within your con- 
ference, just exactly how is that handled ? 

Mr. Garroway. Our basic agreement, as I am sure the basic agree- 
ment of all conferences, has provisions covering breaches of the agree- 
ment for the assessment of liquidated damages. In our case, the par- 
ticular article generally provides that w here there has been a breach 
of the agr eement thr ough the assessment of a wrong rate or something 
relating toa particular parcel of cargo, that the liquidated damages 
will be assessed at four times the amount of the ocean freight with a 
maximum of $25,000. 

Mr. Zrncxe. Is it assessed by you or by a vote of the members ? 

Mr. Gattoway. Always by a vote of the members. 

No. 1, it must be determined that the facts developed by the chair- 
man and staff and outside sources as required verify that there is an 
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infraction. This is a vote of the members. Do the facts show that 
there is an infraction? 

In connection with that decision, if there is an infraction, what is 
the reasonable or proper liquidated damages in the particular case? 
Mr. Zincke. The conference had occasion within the recent past 
to access a penalty against Isthmian Lines for taking less than the 
specified minimum of Government-owned car go from Port Hueneme ’ 

Mr. Gatitoway. That is correct. The Steel Flyer of the Isthmian 
Line recently, a couple of months ago, loaded in Port Heuneme less 
than the 500 tons of cargo required by our tariff rules. 

Mr. Zincke. That was Government-owned cargo on Government 
bill of lading; was it not ? 

Mr. Gatioway. It was cargo from the General Services Admin- 
istration. I assume that it moved on the Government bill of lading. 

Mr. Zincke. You have seven American flag lines in your confer- 
ence ¢ 

Mr. Gattoway. That is right. Yes, sir. 

Mr. Zincke. What kind of a vote is required to penalize a mem- 
ber, majority or two-thirds? 

Mr. é. ‘LLowAY. Two-thirds. Our decisions, as stated, are by two- 
thirds except changes to the basic agreement, which are unanimous. 

Mr. Zixcxr. As a practical matter, how could the Government 
secure the movement of its own cargo in a situation like that in the 
light of your conference contract? Was it 420 tons that were moved 
instead of 500? 

Mr. Gatioway. Yes. 

Mr. Zincke. What would you suggest as the means of the Govern- 
ment’s moving its own cargo on its own flag lines in view of your 
conference rules ? 

Mr. Gatitoway. You made reference to the contract. We should 
get together on our question. The contract is not in this. 

Mr. Zincke. I withdraw the word “contract” and substitute the 
word “agreement.” 

Mr. Gattoway. Under our basic agreement with the conference. 

Mr. ZInckeE. Yes, sir. 

Mr. Gattoway. I do not see any particular problem that is preju 
dicial to the Government any more than you might say that some of 
our rules or conditions are prejudicial to shippers generally. We are 
in the steamship business and these vessels cannot trade up and down 
willy-nilly. They must have what we call, and I think somebody 
referred to them here as ground rules, and this is one of our ground 
rules that applies equally to the Government and to the commercial 
shippers. 

Mr. Zincke. And even though the Government, to a very consid- 
erable extent, is subsidizing the operation of most of those seven 
American flag lines, is that correct ? 

Mr. Gattoway. Most of the American lines in our conference al- 
ready have a subsidy. 

Mr. Zrncxe. I assume the conference vote on that particular situa- 
tion was secret, was it not ? 

Mr. Gatitoway. No, sir. On this violation? 
Mr. Zincke. Yes, sir. 
Mr. GaLtoway. No,no. It was an open vote. 
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Mr. Zincke. How many of the American flag lines voted in favor 
of penalizing Isthmian Lines? 

Mr. GALLoway. It was a unanimous vote. 

Mr. ZrnckKe. To penalize? 

Mr. Gatitoway. That is right. The facts spoke for themselves. 

Mr. Zincke. With respect to that fine and others similarly collected ? 

Mr. Gattoway. I beg your pardon, sir. The fine has not been col- 
lected. 

Mr. ZIncKE. With respect to that particular fine and other similar 
fines, levied by your conference, when, as, and if collected, what dis- 
position is made of the funds ? 

Mr. Gattoway. This is provided for in the agreement. 

I believe this says, “The parties hereto expressly agree that the 
damages suffered thereby by each party hereto, shall be, ; and they are 
hereby, liquidated at a pro rata part based upon the number of par- 
ties hereto not including the party committing the breach of a sum 
equal,” and so on. 

Mr. Z1nckeE. km layman's language, that means that the proceeds 
are split among the members ? 

Mr. Gatroway. E xcepting the party committing the breach; right, 
sir. 

Mr. Zincke. Now, with respect to damages assessed against ship- 
pers for violation of their contract, what disposition is made of those 
funds ? 

Mr. Gattoway. My counsel is looking at this. I am not sure where 
the answers to these questions are quickly. 

Mr. Caries (Allan E. Charles, counsel, Pacific Westbound Con- 
ference). The answer to that is they belong pro rata to all the mem- 
bers of the conference. 

Mr. Zincxe. Again they are divided among the conference 
members ? 

Mr. Cuares. Yes. 

Mr. GArmatz. Would that be your answer ? 

Mr. Gattoway. I would accept it if my counsel says it. 

Are you looking at something, or is this basically what we believe 
is the case ? 

Mr. Cartes. [ believe that is particularly the case. 

Mr. Garmatz. Would that be your answer, Mr. Galloway ? 

Mr. Gattoway. I would like to answer in this way: The expenses 
of the conference are borne by the members equally pro rata. Any 
assessments, in effect, are assessments against those expenses. Wheth- 
er they are credited to the conference and the conference distributes 
them to the lines or directly to the lines, it is pro rata either way, 
except that in the case of a fine the line that has been guilty does not 
share inthe prorata. That is correct. 

Mr. ZinckeE. That isall I have, Mr. Chairman. 

Mr. Garmatz. There is no rebate for being fined ? 

Mr. Gattoway. No, sir. 

Mr. Chairman, with your permission, I would like to answer one of 
Mr. Casey’s questions. 

During the noon recess I was able to ascertain that in 1958 the rate 
on cotton had been reduced, I think it was exactly by 12.7 percent. 

Mr. Casey. At what time in 1958 was it reduced ? 
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Mr. Gatitoway. Unfortunately, my note confirming this does not 
give the date. I can check this date exactly. I do not have the date. 

Mr. Casry. Nevertheless, they are still not happy with the rate they 
have, are they ? 

Mr. GatLoway. I must accept your statement, Mr. Casey. 

Mr. Casry. Now, in addition to the waste materials, is there any 
other group that is unhappy with the rate that they have and which 
has appealed to you and you have turned them down? 

Mr. GatLoway. I am sure there must be, Mr. Casey, but I do not 
think offhand of who they might be. I think anybody who does not 
get a favorable answer on the rate request is either temporarily or 
more permanently unhappy. Ido not know. 

Mr. Casey. I mean to the extent that they are going to come back 
such as the waste materials group and the cotton shippers did, to the 
point that they are not going to take it lying down. Is there any 
other group now that are rather belligerent with their rate? 

Mr. Gatxioway. I do no think of them as I am sitting here, sir. 
I do not know. _ i 

Mr. Casey. Since noon, have you found any defenes to offer for the 
charge that the conference operating from the Pacific Coast is a pretty 
tight and pretty monopolistic conference ? 

Mr. Gatioway. I do not think I could properly answer your ques- 
tion, Mr. Casey. 

Mr. Casgy. Thank you. 

Mr. Miter. You would not want to plead the fifth amendment on 
this? 

Mr. GattowAy. The chairman suggested it. 

Mr. Miter. In layman’s language, as far as I am concerned, he 
has pleaded it. 

Mr. Garmatz. Thank you very much. 

Mr. R. F. Burley, chairman of the Pacific Coast Latin American 
Freight Conference. 

Allright, Mr. Burley. You may proceed. 


STATEMENT OF RAMOND F. BURLEY, CHAIRMAN, LATIN AMERICAN 
FREIGHT CONFERENCE 


Mr. Burtey. My name is Ramond F. Burley, and I am the chair- 
man of the 11 Latin American Freight Conferences, which cover the 
area between the Pacific Coast of the United States and Canada, and 
Mexico, Central and South America, Panama Canal, and the Carib- 
bean. I also am secretary of the San Francisco Committee of the 
Association of West Coast Steamship Companies, headquartered at 
Cristobal, Canal Zone, which covers traffic from the west coast of 
Colombia and Ecuador. I have been in the steamship business in 
the city of San Francisco for 40 years. Prior to becoming conference 
chairman in July 1948 I was associated with McCormick Steamship 
Co. and the Steamship Division of Pope & Talbot for 27 years, in the 
latter 12 years I was their freight traffic manager. 

I would like to interpolate at this point, gentlemen, that during my 
period as an executive with McCormick Steamship Division of Pope 
& Talbot and the succeeding and preceding company, McCormick 
Steamship Co., I was subjected in my experience to every type of 
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regulation in water transportation that is known. I have gone 
through the period when there was no regulation whatsoever, no 
conferences in certain trades. I have gone through the period of 
conferences without a contract or other tying arrangement. I have 
gone through the period of many rate wars that have cost a great deal 
of money to the carriers involved. I have been subjected to the regu- 
lation of the U.S. Maritime Commission under the Intercoastal Ship- 
ping Act of 1933, as amended, in 1936, to include coastwise shipping. 
[ also was involved very directly in regul: ation under the Interstate 
Commerce Act under part III of the 1940 act, including the granting 
of certificates of public convenience and necessity. 

As of April 20, 1959, the conferences I represent collectively com- 
prise 30 individual carriers who maintain 114 separate conference 
memberships within the group. For the year 1958 these carriers had 
1,039 sailings with cargo. Our carriers are required to make regular 
or periodic vessel calls at 34 ports and 76 terminals on the Pacific 
coast of the United States and Canada. All our freight tariffs are 
voluntarily made available to the general public on a subscription 
basis. 

We have prepared for the use of your committee, a compilation of 
the pertinent details surrounding each of these conferences. I will 
furnish this information to the committee in exhibit form instead of 
reading it at length into the record, and it is attached to this state- 
ment. 

Over the years our trades to and from Latin American countries 
have been subjected to a great deal of vicious rate cutting by outside 
nonconference lines. These conditions exist to a serious degree today. 
Because these trade routes are intermediate to many other world trade 
routes they are peculiarly susceptible to itinerant vessels seeking car- 
goes to assist them in continuing their main voyages. Rate cutting in 
these trades has been constant and vicious. 

I wish to emphasize to you that the secret rate-cutting practices of 
the outsiders that fill their ships at the expense of the regular perma- 
nent lines in the conference do not benefit and promote commerce in 
any respect. Although a few shippers may receive a temporary 
advantage by using an outside rate-cutting vessel or line, the majority 
of shippers are placed at a disadvantage and the regular lines that 
cooperate to maintain uniform and stable rates find themselves at a 
disadvantage. While they must solicit cargo for their vessels on the 
basis of uniform rates that are publicly known to the shippers in the 
trade as well as to competing outsiders, the outsiders are soliciting the 
same business by quoting whatever rates they wish which are not 
publicly known, are not filed with the Board or anywhere else, and 
which may be quoted by the outsider confidentially to the shippers at 
any level that. the outsiders consider necessary to get the business away 
from the conference lines. This is a situation that does not prevail in 
any other form of busness anywhere. 

A present member and former Chairman of the Interstate Com- 
merce Commission, and I might say a Californian, Mr. Howard Freas, 
said in a speech which he made in Boston on May 19, 1954: 


Think what would happen if shippers lacked a system of published and rea- 
sonably stable rates, if carriers had no tribunal to appeal to in the case of rate- 
cutting competitors, or if the restraints to a system of operating rights were 
removed. 
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Although it is unthinkable in interstate commerce that carriers may 
not appeal to any tribunal against rate-cutting competitors, in our 
foreign trades we have no redress whatsoever against rate-cutting com- 
petitors other than to employ such means as we find av ailable to 
make rate cutting unprofitable and thereby discourage that kind of 
competition. 

It seems to us that rate cutting by outside operators must be pre 
vented either absolutely or asc slose to absolutely as possible. We do not 
think it practicable nor reasonable to attempt to prevent most rate 
cutting and encourage a little rate cutting. The Government’s policy 
in regard to rate cutting should be as ¢ lear in foreign commerce as it is 
in domesti ic, interstate commerce. 

You cannot permit a limited measure of rate cutting on the hypothe 
sis that it may have the beneficial effect of forcing all rates to lower 
levels and at the same time attempt to prevent and discourage rate 
cutting on the theory that it has a destructive effect on all rates. It is 
one or the other—not both. If you permit and thereby encourage any 
rate cutting, the only logical consequence is to encourage all rate cut- 
ting. No two or more lines can be expected to prevent rate cutting 
between themselves and permit a third line to cut their rates and take 
the business away. 

I assure you we are having extreme difficulty in our own conferences 
right now trying to keep the conferences together. No liner operator, 
especially those who have invested many years in cooperating to sta- 
bilize rates in order to build up a profitable trade should be expected to 
lose it to opportunistic rate-cutting outsiders 

I would like to interpolate at this point, sir, that one of our major 
competitive lines, known as Naviera Andes Peruana, S.A., of Peru, 
has been in our trade for the past year and a half carrying northbound 
ores from Chile and Peru at extremely low rates below which our 
carriers could afford to handle them and, of course, our southbound 
rates on fertilizers and lumber and other commodities that move in 
southbound volume and have been a very destructive influence. 

Mr. Garmatz. How many ships do they operate ? 

Mr. Burtxy. They operated three or more at times depending on the 
availability of ores. 

We announced to the trade that we could not afford to go as low as 
these companies. We have now lived to see the day that that company 
has gone bankrupt as announced within the past week and their ships 
have been stopped at all ports and it appears that they have financially 
failed and that our wisdom in ratemaking was correct. 

Mr. Garmatz. What flag were they flying? 

Mr. Burtey. They were flying the Peruvian flag. 

We hope for some better days ahead in that particular area. 

For many years the official pronouncements of this Government 
have been in support of uniformity of rates in the foreign trades and 
in severe condemnation of outside rate cutting. The steamship in- 
dustry generally has relied upon those pronouncements and is en- 
titled to do so until there is a clear-cut declaration of any change in 
policy. It was not until very recently that there was any indication 
of a change in U.S. governmental policy in this respect. 

Lately there have been suggestions that a little rate cutting is a good 
thing, or words to that effect. We most sincerely hope that out of 
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these hearings will come a clear, unequivocal determination of 
whether rate cutting is going, and deserves, to be encouraged by our 
Government in the export and import trades or that it is harmful, 
and must be discouraged completely, as it is in all of our domestic 
commerce. 

So far as we are concerned, we have attempted to prevent outside 
rate cutting in order to preserve our own rate structures by means of 
the contract rate system. It is now in use in 10 of our conferences. 

I would like to refer at this point to a notation in the exhibit un- 
der the heading of Caribbean Pacific Northbound Conference. I 
state under “contract rate status,” “No contract rates for reasons 
given in statement.” 

The statement was changed since that addendum was prepared and 
the reason why we do not have a contract rate system in that confer- 
ence is that the members did not feel that they could afford the ex- 
pensive costs of litigation and the time that would be consumed to 
get a contract rate system approved under General Order 76 of the 
Federal Maritime Board and decided to await the settlement of the 
contract rate problem that is now before your committee. 

Because we believe that it is impossible to encourage a little bit of 
rate cutting, we interpret and apply our contract rate system so as to 
cover all cargo of every contract shipper in the trade regardless of 
the terms of sale between the sellers and the purchasers of the goods. 
Because our application of the contract rate system appears to differ 
in some respects from that of some other conferences that have ap- 
peared in these hearings, I think it may be helpful if I explain the 
manner in which we use the contract rate system and the reasons be- 
hind our manner of administering the system. 

In respect to the so-called f.o.b./f.a.s. problem, which are terms of 
sale and not of transportation, I should say first that our rate agree- 
ment does not mention either these terms or any other terms of sale. 
It applies to all shipments of the contract shipper. Since the only 
objective of the contract rate system and of the contracts is to pre- 
vent the use of outside rate-cutting lines and through that means to 
prevent rate cutting itself, we construe that the contract shipper must 
offer all of his shipments to the conference members, without excep- 
tion. If the contract. shipper complies with his commitment fully 
with respect to all of his shipments regardless of his terms of sale, 
then we accord to him the benefits under the contract on all of his 
shipments regardless of the terms of sale. Correspondingly, we con- 
sider that a contract shipper has violated his contract with the con- 
ference lines if he makes a shipment. on a nonconference vessel, or per- 
mits anyone else to make any one of his shipments on nonconference 
vessels whether the third party is an intermediary, such as a freight 
forwarder, or the buyer or consignee of the shipment. 

Clearly, we do not consider that any shipper should expect. to re- 
ceive the benefits of the contract from the carriers if the shipper 
desires to offer any of his shipments to nonconference lines, either by 
selling his goods on terms that will permit his customers to offer his 
shipments to nonconference lines, or by any other means. 

ny such interpretation would certainly be contrary to the intent of 
the contracting carriers which is to prevent patronage of nonconfer- 
ence lines entirely and in that way to prevent rate cutting. We do 
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not intend to evade our commitments to our contract shippers and we 
do not expect them to evade their commitments to us. Only if both 
yarties, that is, the carriers and shippers, carry out their contracts in 
letter and spirit, is it possible to discourage nonconference rate cut- 
ting. It would certainly not be = if shippers, or some of them, 
expected to receive all of the benefits promised by the conference 
members but reserve the right to patronize nonconference operators, 
or to permit their individual customers to patronize outsiders, when- 
ever one or the other could obtain the advantage of a better rate than 
ours. 

I have heard it said in these hearings that our rate agreements are 
one-sided; that the benefits all run from the shippers to the carriers 
and nothing or very little is given by the carriers to the shippers. 
This is astonishing in view of the fact that many thousands of ship- 
pers throughout the entire maritime world have considered such con- 
tracts sufficiently valuable to seek their benefits by becoming contract 
shippers for nearly 100 years. 

I might add that the first contract conference goes back to the 
conference in 1871. 

However, based on this false premise, it has been suggested that 
because the conference lines do not guarantee to meet all shippers’ 
space needs, the contracts are illusory from the shippers’ standpoint. 
This is far from accurate. ; . ; 

Under our form of rate contract, shippers promise to give our lines 
their exclusive patronage, without evasion or subterfuge. In return, 
the conference lines promise to each contracting shipper the follow- 
ing valuable benefits that no shipper is otherwise entitled to in for- 
elgn commerce * 

1. A published tariff; 

2. Rates guaranteed to be lower than rates offered by the confer- 
ence lines to any shipper who does not sign a contract or, having 
signed one, thereafter fails to live up to it; 

3. The immediate benefit of every rate reduction ; 

4, At least 60 days’ advance notice of any rate increase; 

5. In every case, the same rate that every other contract shipper 
of the same commodity will receive at the same time; 

6. Advice as to all rate changes on commodities specified in request 
of contract shipper. 

These benefits are not illusory to shippers, I assure you. Moreover, 
so far as I know, each of them is valid and enforceable. It has been 
pointed out in these hearings that the enforceability of the shipper’s 
promise of exclusive patronage is questionable. That may be. It is 
true that only a few such suits have been brought against shippers 
and those without much success, as I understand. However, I haven’t 
the slightest doubt that if any conference line failed to live up to any 
one of its promises, the injured shipper would have no trouble at all 
in compelling full compliance from the offending carrier. The fact is 
that every conference carrier with whom I am associated adheres to 
his bargain without even a thought of evading it. 

While I am on the subject, I should like to emphasize to you that 
none of the six benefits guaranteed by conference lines to contract 
shippers is an obligation of the carriers outside of the contract. Per- 
haps the most important to shippers is the guarantee of 60 days’ 
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advance notice of all rate increasse. It gives contract shippers a 
guaranteed period of rate stability upon which to base delivered price 
quotations to customers abroad. Also, it gives them a period of 
negotiation with the conference and such negotiation is common. 
Frequently, shippers persuade the lines to withdraw the increase al- 
together or reduce it in an amount to aid the shippers in the export 
marketing of their products. If we increase rates without notice, as 
nonconference lines can and do, the American exporter undoubtedly 
would have to absorb the increase with no possibility of passing it on 
to the buyer. 

In foreign trade, rates are solely a matter of contract between car- 
rier and shipper. In the absence of a contractual commitment, 
neither party has any rights or obligations. For example, an Is- 
brandtsen tariff file with the Federal Maritime Board and involved 
in its docket No. 704, Afghan-American Trading Company, Ine. v. 
[sbrandtsen, contained the clause: 

Rates and conditions herein are subject to change without notice. 


In that case, the shipper sued Isbrandtsen for changing a rate without 
a minute’s advance notice. Isbrandtsen proved that he had an abso- 
lute right to charge the shipper a rate increased without notice and 
the Board held that the shipper had no recourse. If any one of our 
conference lines did that, the shipper would have an immediate remedy 
based on his contract with the conference—similarly with respect to 
immediate benefit of all reduced rates. I might point out that our 
conference office spends $400 to $500 a month on telegraphic advices 
alone, to all contract shippers of record as to rate changes in the same 
manner as the particular applicant is informed. 

I might explain a little further that applicant A makes a request 
for a rate on a commodity such as woodpulp. If we reduce the rate 
on woodpulp we notify all woodpulp shippers of record simultane- 
ously with notifying the applicant of the change. 

The same is true of the tariff itself. There is no requirement in the 
Shipping Act or elsewhere in the laws of this or any other country 
that carriers issue a tariff. By definition, a tariff is a schedule of rates 
and terms which constitutes a holding out to the shipping public of 
the terms upon which the carriers will do business. 

In the Afghan case, Isbrandtsen proved that schedules of rates filed 
by nonconference operators are not a holding out to the shipping pub- 
lic since they may be changed at the moment a contract is executed. 
Such a schedule is not a tariff. Ours is. It is as comprehensive and 
valuable to shippers as a tariff required by law in intercoastal or coast- 
wise trade, but it is not required by law, only by our contract with 
shippers. Here, again, I might point out that our conference lines 
voluntarily spend close to $10,000 annually publishing our tariffs and 
keeping them current for the benefit of contract shippers. 

Finally, our contract promises lower rates to contract shippers. In 
our tariff these are called the contract rates. Also in the tariff are 
noncontract rates. Because the system has been in effect for so many 
years, it seems to be universally thought that conference lines are ob- 
ligated to charge noncontract shippers, or contract violators, the pub- 
lished noncontract rates. There is no such obligation any more than 
Isbrandtsen is obligated to charge the rates set forth in his schedule 
filed with the Federal Maritime Board. Our only obligations arise 
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from the contract and that is to charge the contract rates in the tariff 
to all contracting shippers. The noncontract rates can be changed at 
any time, without notice, up or down, and any such change w ould be 
perfectly valid up to the moment it appeared i in the bill of lading of 
the carrier. The same is true of all of the terms and conditions of 
transportation set forth in our published tariffs. Thus, it is com- 
pletely inaccurate to suggest that the promises of the conference lines 
contained in the rate agr reements are illusory. 

I should add in connection with that st: itement, however, gentle- 
men, that we are subject to the impediments of general order 76 of 
the Federal Maritime Board which, in our opinion, has doubtful 
legality. That is that if we change our spread between contract and 
noncontract rates we are required t to secure approval. 

Regarding the so-called requirement contracts that are evidently 
uppermost in the minds of the Antitrust Division of the Department 
of Justice, I am confident such contracts would not work in our trades. 

First, I wonder if the idea would be to substitute this type of con- 
tract for our present form which is a rate agreement and not a space 
agreement, or is the idea to add a new commitment on our part to those 
which we have already undertaken voluntarily as contracting parties. 

Also, I wonder why the suggestion should be made by the Depart- 
ment of Justice in the case of contracts in foreign trade. 

In our own trades, we have not had any general demand for such 
contracts nor complaints of inadequate space. So far as I know, the 
only time that space may be inadequate to meet any contract shipper’s 
requirements is during rare emergency periods when unexpected de- 
mands occur such as the closing of the Suez Canal. During such 
times, the nonconference oper ators go off to greener pastures, but our 
own lines make every reasonable effort to carry the cargo with their 
available ships. However, it would be going far beyond the duty of 
common carriers to compel them, by law, at their expense and prob- 
ably at great loss, to meet demand in excess of their facilities. Any 
such requirement would go beyond even the legal obligations imposed 
upon domestic carriers who are required to meet the Teasonable—but 
not all—demands of the shipping public’s convenience and necessity. 

I should like, at this point, to make a few observations with regard 
to the suggestion that the exclusive patronage system might be more 
platable if it were limited to 90 percent or some other percent less 
than 100 percent of the general cargo traffic ina trade. In our opinion 
any percent less than 100 percent would foster the very conditions that 
the system is designed to prevent. If 10 percent is excluded, who is 
to have the adv: antage of it? Obviously, every buyer and seller, with- 
out exception, w ould demand the low er rates, and immediately pres- 
sure would mount on the 90 percent in order to be competitive with 
the 10 percent. Someone is bound to be discriminated against in any 
such system as that. In my opinion it couldn’t work on any com- 
modity, in any trade, even for the briefest of trial periods. Experi- 
ence has taught us that whenever there is a loophole of any kind, every 
shipper wants and expects the right to use it. 

Moreover, the 90 percent idea immediately raises a host of unan- 
swerable questions from a practical standpoint. For instance, does 
it mean 9 out of 10 shippers, making 9 noncompetive with the 10th? 
Or would it mean 9 out of 10 of every shipper’s shipments? If so, 
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which buyer would get the 10th at the nonconference cut rate? It is 
doubtful that the United States could pass a law that would make the 
other nine buyers content with such arrangement. Also, some ship- 
ments are small and some er Who would decide which would go 
into the 10 percent category ? 

Another possibility, 1 suppose, would be to apply the 90 percent 
and 10 percent on the basis of volume. Would the conference lines 
get the 90 percent first, leaving the 10 percent to nonconference op- 
erators later, say, at the end of some arbitr: ary period? This might 
keep all nonconference operators out of all U.S. trades until their 10 
percent came up and then bring them back in a rush while the con- 
ference lines dropped out until the 10 percent moved to destination. 
Clearly, no such system could work in a competitive business, and I 
assure you that every carrier, conference member or nonconference 
operator, will be and is entitled to compete for every pound of cargo, 
not 90 percent or 10 percent. Also, every shipper and every con- 
signee will seek and demand the lowest rate on every shipment, not 
only on 10 percent. 

In concluding, I wish to repeat my most firm conviction from more 
than 40 years in the steamship business and that is that rate stability 
and rate cutting cannot exist for long, side by side, in the same trade. 
When one carrier cuts another’s rates, the other will be forced to find 
a way to meet the rate cutter or else lose the traffic and eventually go 
out of business. There are only two ways ever devised to meet rate- 
cutting in the liner shipping business. You may open the rates and 
compete without the restriction of a fixed rate level, as tramp op- 
erators do, or you may keep the fixed rate structure and try to pre- 
vent rate cutting by operators who refuse to join the conferences. 

The only method we know in foreign trade to prevent rate-cutting 
is by preventing patronage of rate cutters since you cannot stop any 
vessel operator ‘from making his own rates as he sees fit so long as 
freedom of the seas exists. 

Therefore I strongly urge upon you a clear-cut statement of policy 
regarding rate cutting in our foreign trades and the enactment of 
appropriate legislation to accomplish that policy. With equal sin- 
cerity, I urge you not to attempt any sort of experimental, compro- 
mise legislation designed to encourage a little rate cutting and lot 
of rate stability or vice versa. 

Thank you for the opportunity of appearing before the subcom- 
mittee. 

(The exhibits referred to follow :) 


APPENDIX TO STATEMENT OF Mr. R. F. BURLEY, CHAIRMAN, Paciric Coast LATIN 
AMERICAN FREIGHT CONFERENCES 


LISTING 


(a) Membership of each of the 11 conferences as of April 20, 1959. 
(b) Area scope of each conference. 

(c) Agreement number and when approved. 

(d@) Major commodities in each trade. 

(€) Quantity of steamship service available to the public. 

(f) Contract rate status of each conference. 
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CAMEXCO FREIGHT CONFERENCE 


Area: From west coast ports of Central America and Mexico to Pacific Coast 
ports of the United States and Canada. 

Agreement : No. 6670 approved April 1939. 

Commodity : Green coffee only. 

Service : 98 cargo sailings in 1958. 

Contract rate status: Agreements with receivers. 


CANAL, CENTRAL AMERICA NORTHBOUND CONFERENCE 


Area: From west coast ports of Panama Canal and Central America to Pacific 
coast ports of the United States and Canada. 

Agreement : No. 6070 approved November 1957. 

Major commodities: Frozen fish, bananas, hardwoods, cotton linters, ores, 
cocoa, 

Services : 79 cargo sailings in 1958. 

Contract rate status: Agreements with receivers on collect cargo, with shippers 
on prepaid cargo. 

CAPCA FREIGHT CONFERENCE 


Area: From Pacific coast ports of the United States and Canada to west coast 
ports of Central America. 

Agreement : No. 6170 approved July 1938. 

Major commodities: Flour, wheat, lumber, fertilizer, insecticides, canned goods, 
machinery, paper, tin plate, petroleum products. 

Service : 94 cargo sailings in 1958. 

Contract rate status : Agreements with shippers on all commodities. 


CARIBBEAN PACIFIC NORTHBOUND CONFERENCE 


Area: From ports in the Caribbean and on the north coast of South America 
(except Colombia) to Pacific coast ports of the United States and Canada. 

Agreement : No. 8890 approved October 1958. 

Major commodities : Green coffee, cocoa beans, sisal, twine. 

Service : Dependent upon cargo offerings. 

Contract rate status : No contract rates for reasons given in statement. 


COLPAC FREIGHT CONFERENCE 


Area: From northeast coast ports of Colombia (Barranquilla and Cartagena) 
to Pacific coast ports of United States and Canada. 

Agreement: No. 7270 approved June 1940. 

Major commodities : Green coffee. 

Service : 13 cargo sailings in 1958. 

Contract rate status: Receivers agreements on green coffee only. 


PACIFIC COAST CARIBBEAN SEAPORTS CONFERENCE 


Area: From Pacific coast ports of the United States and Canada to all 
ports in the Caribbean (excluding Puerto Rico and the Virgin Islands) and ports 
on the north coast of South America. 

Agreement : No. 4294 approved May 1935. 

Major commodities: Flour, wheat, lumber, fertilizer, fresh fruits, dried beans, 
rice, canned goods, dried fruit, petroleum products, iron and steel products, 
machinery, woodpulp, paper products, oilfield equipment. 

Service: 164 cargo sailings in 1958. 

Contract rate status: Agreements with shippers on all commodities. 


PACIFIC COAST MEXICO FREIGHT CONFERENCE 


Area: Between Pacific coast ports of the United States and Canada, and west 
coast ports of Mexico. 

Agreement: No. 7570, approved June 1941. 

Major commodities: Machinery, aluminum, woodpulp, canned goods, rice, 
wood products. 

Service: 112 cargo sailings in 1958. 
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Contract rate status: Agreements with shippers on all commodities to Mexico; 
no contract rates from Mexico. 


PACIFIC COAST PANAMA CANAL FREIGHT CONFERENCE 


Area: From Pacific coast ports of the United States and Canada to east and 
west coast ports of the Panama Canal. 

Agreement: No. 7170, approved May 1940. 

Major commodities: Machinery, flour, paper, lumber, cement, canned goods, 
fresh fruits. 

Service: 163 cargo sailings in 1958. 

Contract rate status: Agreements with shippers on all commodities. 


PACIFIC WEST COAST OF SOUTH AMERICA CONFERENCE 


Area: From Pacific coast ports of the United States and Canada, to the west 
coast ports of South America. 

Agreement: No. 4630, approved December 1935. 

Major commodities: Lumber, woodpulp, flour, wheat, fertilizer, insecticides, 
petroleum products, explosives, machinery, asphalt, paper, iron and steel products. 

Service : 136 cargo sailings in 1958. 

Contract rate status: Agreement with shippers on all commodities. 


WEST COAST OF SOUTH AMERICA/NORTH PACIFIC COAST CONFERENCE 

Area: From west coast ports of Chile and Peru, to Pacific coast ports of the 
United States and Canada. 

Agreement: No. 6270, approved February 1938. 

Major commodities: Ores and concentrates, fishmeal, frozen fish, nitrates. 

Service: 58 cargo sailings in 1958. 

Contract rate status: Under normal circumstances have merchant agreement 
on ores and concentrates only. 


PACIFIC COAST RIVER PLATE BRAZIL CONFERENCE 


Area: Between Pacific coast ports of the United States and Canada, and ports 
in Brazil, Uruguay, and Argentina. 

Agreement: No. 6400, approved April 1940. 

Major commodities: Green coffee, canned meats, bones, Quebracho extract, 
cocoa beans, oil-producing and edible nuts, lumber, woodpulp, newsprint paper, 
wheat, iron and steel products, machinery, petroleum products. 

Service: 120 cargo sailings in 1958. 

Contract rate status: Shippers agreement on all commodities to South Amer- 
ica ; no contract rates from South America. 

Mr. Garmatz. That is a very fine statement, Mr. Burley. There is 
a lot of rate cutting in this statement, though. 

Mr. Burtey. There has been a lot of it going on. 

Mr. Garmatz. Mr. Mailliard ? 

Mr. Matnutarp. Thank you. 

Mr. Burley, you have a situation here that really is in contrast with 
the situation of the gentleman who testified before you in that you 
have a whole group of rather complicated interrelated conferences 
here. 

As a practical matter how do you manage the situation that is in- 
volved where you have separate conferences with a lot of common 
members? In some cases they belong to some and in some maybe to 
all, and they are strictly in competition with one another, as I read 
the list here. 

Mr. Burry. No, Mr. Mailliard, we are not in competition with each 
other because each conference serves a different area either to or from. 

Mr. Mainirarp. Perhaps you are not in direct competition as steam- 
ship companies but your customers are in competition with each other 
and therefore your rates would be a very important factor, it would 
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seem to me, on a commodity that is available at a number of foreign 
ors. 

Is there not a competitive situation where your rates might have an 
impact on the economy in these different countries ? 

Mr. Burtey. Talking imports, you are correct. 

Mr. Maruuiarp. I wi 18 thinking of imports. 

Mr. Buruey. Yes, coffee is a “good example. We have to be quite 
particular that our rate on an imported commodity or where the 
same commodity comes from different areas represented by different 
conferences, where possible, bears a proper relationship. 

There are not very many items that come in that category. 

Mr. Mawur1arp. That proper relationship seems to me to be a simple 
expression that must cover a very complicated situation. 

Mr. Burtey. Well, it is complicated and we endeavor to work it 
out in conjunction w ith the coffee industry and do the very best we 
can with it. 

Mr. Marturarp. Would it be the effort of your group of confer- 
ences to make that commodity competitive as between different ports 
where it might be available ? 

Mr. Burry. I must explain, Mr. Mailliard, that we cannot function 
as a group of conferences. Each conference has its own separate 
agreement and functions independently of the other but, naturally, 
with a more or less common membership, there is a complete knowl- 
edge on the part of each member of what the position is in another 
conference, and jointly we are aware of our particular problems and 
endeavor to meet them on as uniform a basis as we can. 

Mr. Matiiiarp. I should think you would get confused as to what 
hat you are wearing from day to day. 

Mr. Burtey. Sometimes it gets rather difficult but I might explain 
this, Mr. Mailliard : in the outbound direction these six conferences all 
service completely separate destinations. One is Mexico. The next 
; Central America, Panama Canal, west coast of South America, 

Caribbean and east coast of South Americ a, and there is no competi- 
tion between those destination areas but, naturally, there is some more 
or less rate relationship between our outbound rates to every one of 
those destination countries. 

Mr. Marixrarp. I suppose that the question that has been raised in 
these hearings about the differential between outbound and inbound 
‘ates would be a little difficult to analyze here because you probably 
do not have the same commodities going both ways. 

Mr. Burtey. Very rarely. I could ¢ give you an example of one we 
do have that is causing us some trouble right at the present time. The 
Peruvian Government has put up a steel mill in Chimbote. They are 
trying very hard on certain types of steel to enter our domestic mar- 
kets. In their endeavor and in the growth of their business as import- 
ers, they are competing with Kaiser rand all our big steel interests here, 
and their desires on rates northbound are quite different than the de- 
sires of these U.S. steel exporters in moving their steel outbound, 
which is generally a more refined product. 

We have a very difficult time creating something reasonable out of 
competitive items like that. 

But, of course, imports are competitive with imports. Exports are 
competitive with exports. 
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Mr. Mariirarp. Speaking of imports, how much consideration do 
you give to a rate from a given port in another conference to another 
port in some other part of the United States, as to your competitive 
positions there ? 

Mr. Burtey. We give as much consideration as we can afford to 
from the dollars and cents point of view to the competitive market 
picture, such as the related rates to the gulf ports in the United States 
or to the Atlantic ports of the United States, but we have certain prob- 
lems on the Pacific coast that do not exist in these other U.S. areas, 
One of them is that we do not have such concentrated population 
areas or consuming areas as you find in, say, New York and Philadel- 
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phia, so that our carriers must travers se a coastline from San Diego | 


to Vancouver, British Columbia, to discharge their inbound car- 
goes while a competitive carrier handling a cargo from, we will say, 
Buenaventura, Colombia, coming into New York or Philadelphia and 
turn his vessel around in 9 days where it takes us 30 days to turn 
around. 

We have to get revenue to pay for the difference in days at anywhere 
from $1,000 to $2,000 per vessel a day. We have to get that money 
somewhere to pay the bills and run the ships so that our matter of 
just straight rate relationship eventually becomes distorted when we 
have to consider cost factors of that nature. 

We have to consider the fact that our longshoremen are on a six 
hour straight time day on the Pacific coast and produce 50 percent of 
what longshoremen produce in other areas. 

We have a cost factor that somewhere has to be taken into consid- 
eration in our freight rate structure and which distorts so-called 
theoretical relationships. 

All of those are things that are prevalent in almost every commod- 
ity rate that we have and it does not come easy. 

Mr. Marmu1arp. Now, the complexity of it confuses me when I just 
read the names of these conferences because I think this is puzzling 
to us not in the business where you find a freight rate from a given 
foreign port which is closer in distance to the Pacific coast and yet 
the rate will be higher than for a longer haul for the same commodity 
from the same port to a gulf or east coast port. 

Mr. Burtey. Well, it gets down pretty much to what the traffic 
will bear, just as in the price of a commodity. One gets as much 
for a commodity as they can get and still sell their commodity. The 
carrier gets as much as he can get and still be able to afford to handle 
the commodity and keep it moving freely. 

Mr. Marmuiarp. What would your conferences do in instances like 
this if they found that the freight costs to other ports of the country 
as compared to the area that you serve were getting to the point 
where it might be more profitable to import through other ports and 
therefore over other lines ? 

Mr. Burney. I am not sure, Mr. Mailliard, that I follow your 
question. 

Mr. Mamuiarp. I was visualizing a situation where a Los Angeles 
manufacturer might find it profitable to import through New Or- 
leans or even might find that he could make a better livi ing by putting 
a plant in St. Louis. 

Mr. Burtey. I would say, Mr. Mailliard, that if we cannot under 
our rate structure keep legitimate Pacific coast traffic moving to and 


fr 
to 
lev 
an 
no 
ha 


kn 


th 
pe 
Li 
co 
in 


CO 


of 
m 
CO 











er 
ve 


to | 


et 
es 


b- 


mM | 


]- 
r- 
y; 


id | 


nN 
re 
of 


ve 


ie 


Zs 


d 


Pee Bi ce: tee OT 


ro 


4 
j 
4 
$ 
: 
: 
4 
4 





4 


STEAMSHIP CONFERENCE STUDY 1267 


from the Pacific coast, then there is something wrong with our ability 
to make rates or the rate necessary to keep that is at an unprofitable 
level to where we just could not afford to handle the business under 
any circumstances, and we certainly deliberately would not, and I can 
not conceive of any quantity situation where we would ever let that 
happen. 

Mr. Martu1arp. How much common membership is there, if you 
know what I mean ? 

Mr. Burtey. Yes. 

Mr. Matriur1arp. How many of your members also do business from 
the same foreign areas to the gulf or Atlantic? Isit high? Is it 50 
percent ? 

Mr. Burury. No, there are not very many in that case. The Grace 
Line and Grancolombiana Line operate to the gulf and to the Atlantic 
coast as well as to the Pacific coast. I believe they are the only ones 
in that category. 

Mr. Matnurarp. Moore-McCormack out of the east coast? 

Mr. Burtey. That is correct. Moore-McCormack with their east 
coast to South America service operate to both the Atlantic and 
Pacific coasts. 

Mr. Mariu1arp. You do not know, then, of any instance in anyone 
of your conferences where member lines have a majority or near a 
majority in your conference who also would be fairly dominant in 
conferences to other ports ? 

Mr. Burtey. No. 

Mr. Maruzrarp. You think that there is no such situation ? 

Mr. Buritey. No; I cannot conceive of such a situation. 

Mr. Marmu1arp. So that, in spite of the fact that you work in all 
these conferences, you are satisfied that they operate without col- 
lusion. I do not like to use the word “collusion,” but I will say 
where there would be a conflict of interests where member lines might 
have a greater stake in something which might be detrimental to the 
trade you serve. 

Mr. Burry. No; we have not had any service situation in that 
respect. The only times that it might come about, and they are 
rare, and we have been able to handle them, might be, for example 
a country that was primarily interested in development, like Colombia 
might feel that the rate structure to Colombia was preferential to 
Venezuela as against Colombia and feel that there should be some 
adjustment in our Colombia rate. We work that out. That would 
be the only type of situation I could conceive. 

Mr. Maiiurarp. It would not be true at the reverse end where you 
might have companies who had more ships operating in the gulf tr: “ade 
than they had in the Pacific coast ‘inde and therefore they would 
tend to favor that area ? 

Mr. Burtey. No, but again, when you use the comparison of the 
gulf and Atlantic coast or the Pacific coast, we have to be cognizant 
of the fact that the Pacific coast is the high cost area in the steamship 
business, high cost in all respects, and, as I say, on coffee we took some 
actual experiments on the productivity of longshoremen in the han- 
dling of coffee in New York, New Orleans, and San Francisco and 
our record showed that they handle two bags of coffee to one on the 
Pacific coast. That means it takes our ships just twice as long to 
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discharge. We have to reflect those things in freight rates. It does 
not make any difference whether the line operates to both coasts or 
not. He still has certain dollar costs he has to meet. 

Mr. Marurarp. That is all I have. 

Mr. Garmatz. Mr. Downing. 

Mr. Downrne. I do not follow you, Mr. Burley. You say that 
in New York a longshoreman can unload two bags to the west coast 
longshoreman’s one bag. 

Mr. Burtey. That is the productivity rate at the present time or 
was at the time we made this test. 

Mr. Downine. How do you account for that ? 

Mr. Burtey. Featherbedding. 

Mr. Downrne. The union, is what you are saying ¢ 

Mr. Burry. Surely. It is lack of productivity. 

Since this study was made, our industry, through the Pacific Mari- 
time Association has adopted a contract conformance program which 
has improved our productivity to quite a degree. It has not improved 
it to the degree of equaling the coffee-handling at New Orleans and 
New York, but it has improved it a lot and we have hopes that we 
are going to get better productivity ; but actually it has been extremely 
poor. 

Mr. Downrne. [yield to the chairman. 

Mr. Garmatz. This was one bag on the west coast to two bags on 
the east coast. Is there any place where you would have three bags? 

Mr. Burry. I remember at one time, Mr. Garmatz. 

Mr. Garmatz. I am not talking about one time. I am talking about 
today. 

Mr. Burtey. I do not think it exists today. New Orleans versus 
San Francisco used to be 3 to 1. 

Mr. Downtnc. How are your costs related between the east and 
west coast ? 

Mr. Burtey. They are higher here. We have a 6-hour straight- 
time day. / 

Mr. Downine. And you do not produce as much. 

Mr. Buriey. They do not do as much work. I believe in Mr. Gal- 
loway’s statement it was reflected that the cost on this coast of extra 
costs as against loading at a foreign port would be $10 to $12 a ton 
higher, so that I would say our costs on this coast are maybe $4 or 
$5 a ton higher on an average than on the Atlantic coast. 

Mr. Downrine. Yet you have sort of a captive market here. You 
have only three or four principal cities that these ships come into, 
principal ports. 

Mr. Buriey. We have a tremendous number of ports which we 
have to call at. We have Seattle-Tacoma; Vancouver, British Co- 
lumbia; Portland, San Francisco, the East Bay area, Los Angeles and 
San Diego as principal cities, but we are highly industrialized as to 
the seagoing coast and we have all sorts of harbors and ports and 
cities that are just built around an industry, lumber, for example. 
The port of Coos Bay is around nothing but lumber mills. Grays 
Harbor. Willapa Harbor is lumber, woodpulp. Bellingham is wood- 
pulp and lumber. We have Stockton. We have Redwood City. We 
have a lot of ports that are inland. 

That is one of the reasons your costs are so high on this coast. is 
because we have to go to so many places to either discharge our in- 
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bound cargoes or load our outbound cargoes, because, as I say, we 
do not have a big, heavy concentrated area or ports of exit as the 
Atlantic coast has. We are scattered. Many of our lines have to go 
to Stockton for cargo. That is 80 miles up a river that is subject to 
tule fogs and you can get your ship stuck in a tule fog and maybe be 
there for a couple of d ays and you have to stop but expenses go on. 

Mr. Downrna. Referring back to Mr. Mailliard’s question, would 
there be a possibility of a shipment, say, from South America to New 
Orleans and shipped overland to the west coast having comparable 
costs ? 

Mr. Burtey. It should not be. That is one of the things that 
bothers us as to the southern California area. Some of the commodi- 
ties that would have been, up to the last few months through these 
open rated agricultural commodities, subject to open rates by trucks, 
could conceivably move cheaper by water from Central America into 
New Orleans and to southern California cheaper than what our rate 
would be into southern California. Those are situations that we are 
cognizant of and to our level best we try to meet them. Sometimes 
we just cannot afford to. 

Mr. Down1na. That is very interesting. 

Mr. Burley, you are chairman of 11 conferences. How many of 
those conferences have the dual rate contract system in effect? 

Mr. Burtey. Ten. 

Mr. Downtina. The 11th is the Caribbean Pacific Conference? 

Mr. Buruey. That is right. Some of them have the dual rate sys- 
tem on only one commodity. 

Mr. DowntnNa. They are open rates on other commodities? 

Mr. Burtey. Just noncontract rates. In other words, our Colpac 
Freight Conference has a contract rate on green coffee only and the 
other rates are not subject to contract. 

Mr. Downtne. The Caribbean Pacific Conference has no contract 
system ¢ 

Mr. Burry. Yes, sir. 

Mr. Downtna. How are they basing their rates down there? 

Mr. Burtey. We made our rates in that area somewhat predicated 
upon the rates that had been in effect from Colombia and what the 
lines had been assessing individually before there was a conference 
form. There also had been rates in effect with the United Fruit Co. on 
a transshipment basis via the Panama Canal and we have developed 
a tariff based on that plus experience and what marketing conditions 
require and so on. We have had several adjustments in our coffee 
rates. The situation came about within the last year where the Pacific 
coast could import coffee from the Dominican Republic if we estab- 
lished a particular freight rate. We adjusted our rate and it did 
produce a movement of coffee to this coast that we probably would not 
have had otherwise. 

Mr. Downrna. In other words, you have one standard rate by which 
all members abide ? 

Mr. Burtey. Yes, sir. 

Mr. Downinc. Do you have any nonconference competition ? 

Mr. Buriey. We have the threat of nonconference competition, Mr. 
Downing, and, as I testified, we would like to have the contract rate 
system in that conference at least on commodities that move in vol- 
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ume, because that is an area that is traversed by all the ships coming 
from Europe, by ships coming from Canada, the east coast of Canada, 
and the east coast of the United States, and if there is a particular 
heavy movement and our rate is not satisfactory to the shipper and he 
has the oportunity of bargaining with some itinerant which just 
happens to be going by at that particular time, we are prejudiced as 
far as that business is concerned without the contract system. 

Mr. Downtne. How is the business in that conference ? 

Mr. Burry. It does not amount to very much. It is a rather 
minor factor. In fact, we formed that conference to complete the link 
in the chain and include all of Latin America in our group. That was 
the only area that was not covered by any other conference. 

Mr. Downtna. Is this whole business due to conditions or due to 
the fact that there is not much there ? 

Mr. Burry. There is not much there, Mr. Downing. Trinidad, 
Venezuela, and the Dominican Republic are your major points of ex- 
port. Business from Cuba to this coast right now is almost nil. 

Mr. Downtnc. You mentioned one conference that had nonconfer- 
ence competition for ore. It had three liners. 

Mr. Burry. That is right. 

Mr. Downtna. I was w wondering if you had that competition why 
it would not be feasible to declare that ore on open market and let 
your liners go after it yourselves. 

Mr. Burry. That is exactly what we did, sir. We suspended our 
contract and declared our rates open and our carriers just cannot 
afford to go as low as the nonconference lines did and it has been 
proven by the fact that the nonconference lines went broke while our 
lines are still solvent. 

We opened the rates so that they would have the necessary flex- 
ibility. 

Mr. Downine. Mr. Burley, on page 3, you compare freight rates 
with interstate commerce, but you must admit that in interstate com- 
merce you have a great deal of ‘governmental supervision whereas you 
do not have that in ocean commerce. 

Mr. Burry. Our conference system is a substitute for that. 

Mr. Downtne. Yes, but the question is whether your conference 
is representing the people the way the people should be represented. 
You say it is. 

Mr. Burtry. We think so, and I think that, generally speaking, 
you will find that our shippers think so. 

Now, the contract rate system is another implement toward our 
method of self-regulation. It is not easy to self-regulate. At the 
same time, the general cry has always been that the general public 
always leans upon our Government to do everything ‘for them and 
that is why we have high tax rates. 

Mr. Downtne. If you were in complete control of all rates and 
you had no competition from any independent, do you not think that 
in those circumstances the Government has the right to participate in 
ratemaking ¢ 

Mr. Burtey. Not in foreign trade because foreign trade belongs to 
twocountries. It does not belong to the United States. 
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Mr. Downina. But the Government, in your example, would have 
participated in eliminating all this nonconference competition and it 
would have been a party to depriving these people of business. 

Mr. Burtey. Well, I have not advocated Government regulation of 
our foreign trade. 

Mr. Down1na. You do not want any Government regulation at all 
in the conference, do you ? 

Mr. Burtey. I am perfectly content with what we have today and 
any Government regulation that you gentlemen think is necessary but 
I think it should be shown as necessary before we have any more than 
what we have. 

Mr. Downtine. Thank you, Mr. Burley. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Burley, you are quoting Mr. Freas here where he 
says: 

Think what would happen if shippers lacked a system of published and 
reasonably stable rates, if carriers had no tribunal to appeal to in the case of 
rate-cutting competitors, or if the restraints to a system of operating rights 
were removed. 

He was referring to the Interstate Commerce Commission’s control 
of surface transportation, was he not ? 

Mr. Burry. Yes; he was. 

Mr. Casey. And do you advocate that for the shipping industry ? 

Mr. Burtey. Why, no. I used that quote to illustrate what we are 
talking about here. That is, that a tying arrangement is for the pur- 
pose of providing rate stability. 

The former Chairman of our Interstate Commerce Commission 
points out what a terrible situation it would be in domestic trade if 
we did not have stability. 

The same terrible situation would apply in the foreign trade. 

Mr. Casey. What appeal to rate cutting and competitors do you 
have? You donot have any now, do you? 

Mr. Burtey. No; we have to set up our own, Mr. Casey. That is 
the point. Section 15 of the 1916 Shipping Act permits us to form 
conferences or associations for ratemaking purposes. Now, we, 
within those associations, up until the Supreme Court decision, al- 
ways considered that a tying arrangement with a shipper was part 
of our method of self-regulation. 

Now, that part is periled so that the value of the conference system 
can be completely dissipated. 

Mr. Casey. You do not advocate the Government assuming the 
control that the Interstate Commerce Commission assumes over sur- 
face transportation ? 

Mr. Burtey. No; I am not advocating any additional Government 
control. 

Mr. Casry. You make quite a reference to the system of maintain- 
ing stability of rates, do you not? 

Mr. Buruey. Again, from the point of view of comparison, Mr. 
Casey. In our domestic trades it has been the accepted practice that 
all public utilities are regulated by city, county, State, or Federal 
Government. In foreign trades we do not have one-government con- 
trol but the foreign trade is the trade of at least two governments. 
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Mr. Casry. Why do we have that? We have that because we have 
a monopoly, is that right ? 

Mr. Burtey. No; it is not a monopoly. <A conference is open to all. 

Mr. Casey. I am talking about why we have these regulations on 
this domestic transportation and on utilities. It is because there is a 
monopoly and it might get out of hand; is that right? 

Mr. Burtey. I would not call ita monopoly, sir, 

Mr. Casey. Why do we have the regulations on domestic utilities? 

Mr. Burtey. Bec ause it is for the benefit of the general public. 

Mr. Casgy. That is right, and if we did not have those, what would 
happen ? 

Mr. Burtey. Why, the general public would be discriminated 
against. 

Mr. Casry. You would have some pretty high rates, would you 
not, if you did not have regulation of them ? 

Mr. Buriey. You might have some very high rates for the un- 
favored and low rates for the favored and you would have a very 
chaotic condition. That is what we do not want in the foreign trade. 

Mr. Cassy. Are you not liable to have some that are not either low 

* high but in between and not necessarily reasonable when you 
mallee them yourself? 

Mr. Burzey. Mr. Casey, the general public do a pretty rattling fine 
job in helping us regulate our 1 rates wail determine the proper 1 rates, 

Mr. Casey. You do not think you need any other help than what 
the general public is giving you now ? 

Mr. BurLEY. No, I do not think so. 

Mr. Casey. Now, on your f.o.b./f.a.s. shipments, you state quite 
emphatically that you will not tolerate anyone shipping through a 
third party as an intermediary such as a freight forwarder on the 
buyer or consignee of the shipment. You consider that a violation of 
the contract, is ‘that right ? 

Mr. Burtey. I do. 

Mr. Casey. However, over here in some of your conferences, you 
make your agreement with buyers, do you not? You do not deal 
with the shipper at all. You make your agreement with the receiver ? 

Mr. Burzey. On northbound cargo where freight is payable in the 
United States, the contracting party must be the one that pays the 
freight charges, so that in those instances it is a receiver's contract 
rather than a » shipper” s contract. 

The f.a.s./f.o.b. situation has not been a problem with us as far as 
our northbound conferences are concerned. My remarks on that sub- 
ject primarily have application to our export trade. 

Mr. Casey. I am curious about the particular status of your con- 
tract agreements. In some of them you have both an inbound and an 
outbound conference, is that right? In some of them you do not? 

Mr. Burtey. That is correct. 

Mr. Casry. What oo that? Why do they have it one way ? 

Mr. Burtry. Mr. Casey, the best way I could describe it is sort of 
like Topsy. They were just born that way. The Pacific Coast River 
Plate Brazil Conferences, for example, as a between conference. It 
originally was completely separate and distinct organizationwise and 
membershipwise from the other Latin American trades. Then the 
other conferences, except Pacific Coast Mexico, you will note are all 
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* 
one-way conferences. Pacific Coast Mexico is a between conference 
and the only reason I know why it is, which goes back before my time, 
is that it is a short trade and the northbound movement out of Mexico 
is relatively small and it was just for convenience sake that there 
was not much point in trying to break it 4 into two conferences. 
Another reason that I might cite, Mr. Casey, is that in the days 
when the European trade was pr imar ily a one-way trade and the ves- 
sels from Europe to the Pacific Coast almost all came back in ballast, 
those carriers were very much interested in the Caribbean and Latin 
America coming home. They wanted to stop in for coffee, for ba- 
nanas, for hardwoods, and so on. 

As the European movement has changed, those vessels are full now 
and are not primarily interested in Latin America, so that that 
changes the complexion of things. 

Mr. Casey. This Canal, Central America Northbound Conference 
is all from the west coast ports of Panama and Central America to 
the Pacific coast ports. Your contract-rate status is that you have 
agreements with the receivers on collect cargo, with shippers on 
prepaid cargo. What happens to the members of this conference 
when they go to turn around and go back? Are they freelance or do 
they belong t to another conference ? 

Mr. Burtey. They belong to other conferences going back. 

Mr. Casry. Do they belong to one of these listed here / 

Mr. Burtey. Yes, sir. 

Mr. Casgy. That is, going in the other direction ? 

Mr. Burury. A vessel, Mr. Casey, normally, in our group of 30 lines 
that I described, in a voyage from the Pacific coast may well service 
four conference areas in that one southbound voyage and coming back 
may service four other conference areas. 

Mr. Casrty. Now, would this group here, for instance, all belong to 
the same conference going back ¢ 

Mr. Burtey. Not necessarily. It all depends on what their final 
goal is. I mentioned the European lines a moment ago. We will say 
the Fred Olsen Line, as an example, that has not belonged to this 
conference. They were interested in calling at Central America from 
Europe to the Pacific coast but their primary cargo from the Pacific 
coast was from Europe and they had no interest in stopping in Central 
America to Europe so they would not belong to the outbound 
conference. 

Mr. Casey. These on the northbound conference may be coming 
from Europe and stop there and then come on to the Pacific coast, is 
that right ? 

Mr. Burry. Yes, sir. 

Mr. Cassy. Then they may go from here to Europe and make a 
circle, is that right? 

Mr. Burry. That i is right, or they might go to the Orient. A good 
many of our lines traverse the Pacific. 

Mr. Casry. Now, on the agreements with receivers on collect cargo, 
you have your agreements ‘with your receivers here in the U nited 
States ? 

Mr. Burtey. And Canada. 

Mr. Casey. You have your agreements with the shippers in Central 
America and Panama? 
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Mr. Burury. That is true. Mr. Casey, there are just about a dozen 
agreements on prepaid freight. There are just a few circumstances 
where the shipper prefers to be in a position to prepay his freight so 
that for convenience sake we offered him a contract in Central America 
in lieu of the previous practice we had had of just a receiver’s contract. 

Mr. Casry. In this particular conference, have you ever had a re- 
ceiver who was not a signatory to your contract ‘ 

Mr. Buruey. I do not know of any. 

Mr. Casey. If you did not, what would happen ? 

Mr. Burtey. He would pay the noncontract rate. 

Mr. Casry. Does the receiver at this point designate the ship it is 
going to go on? 

Mr. Burztey. Yes,sir. That is the practice. 

Mr. Casry. In that case, if it were one of your regular shippers 
down there, you could not hold him to it, could you, if he were a con- 
tract signer as a shipper down at the other end ? 

Mr. Buruey. If this were collect freight, which it normally would 
be, no shipper would be bound. A shipper is only bound under the 
agreement if it isa matter of prepaid freight. 

Mr. Cassy. Then, with reference to your f.o.b. and f.a.s., that has to 
be with prepaid freight before you insist on considering it a violation 
of the contract ? 

Mr. Burtey. Well, the matter of prepaid freight or collect freight 
does not have any bearing on our application of our shipper’s rate 
agreements. It happens that in all of our trades except to one country 
freight i is prepaid. We have one country at destination where freight 
is collect but we still hold the shipper on the basis of all shipments 
under his contract. 

Mr. Casey. How about this Pacific Coast River Plate Brazil Con- 
ference which, as I understand it, plies back and forth between the 
Pacific coast of the United States and Canada, and Brazil, Uruguay 
and Argentina. They go back and forth, is that right? 

Mr. Burry. That is true but they take cargo “to and from inter- 
mediate points. Certain lines will traverse the Panama Canal to the 
east coast of South America and take cargo to the Caribbean. 

Mr. Cassy. You have no conference rates northbound ? 

Mr. Buruey. Correct. We do not. 

Mr. Casey. How is that? 

Mr. Burry. We have found that it is not necessary. There is not 
a competitive situation that required it. If a competitive situation 
required it, we would certainly want it. 

Mr. Casry. What kind of rates do you have? Do you have pub- 
lished rates or do you quote them as the freight is offered ? 

Mr. Burtey. No, we publish tariff rates northbound in identically 
the same fashion as we publish rates in the reverse direction. 

Mr. Casey. Do you have any agreements with your shippers down 
there to give them any notice of changes? 

Mr. Burtey. No, we have no written agrements of any kind. Our 
understanding with the shippers of cargo ‘from the east coast of South 
America and the receivers of that cargo is that we will treat them 
fairly and properly. 

Mr. Casry. But you have no competition there so that you have no 
contract rate ? 
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Mr. Burry. I would not say we have no competition. We do not 
have sufficient competition to warrant the establishment of the con- 
tract rate system. 

Mr. Casey. If you had any competition, what would you do? 
Would you cut your rate to get the business? 

Mr. Buruey. If we had any competition, I think probably the first 
thing we would do would be to seek to establish a contract rate system 
under General Order 76 if we could. 

Mr. Casey. Would that be lower than your present rate? 

Mr. Buriey. Not if we could secure the traffic at the present rates. 

Mr. Casry. You state here, talking about your obligations, saying 
that you— 
have not the slightest doubt that if any conference line failed to live up to any 


one of its promises, the injured shipper would have no trouble at all in compel- 
ling full compliance from the offending carrier. 


How is he going to do that ? 

Mr. Burtey. He can go to court. 

Mr. Casey. You mean he can go to court and tell you that you have 
to publish your tariffs? 

Mr. Burtey. Well, in the first place, we publish our tariffs. 

Mr. Casry. I know that, but I am talking about breach of these 
obligations that you have listed here. 

ou are assuming to carry these out as your part of the contract. 

Mr. Burtey. Mr. Casey, I believe our agreement provides that we 
will publish tariffs. 

Mr. Casey. All right; but suppose you did not publish them and I 
was a Shipper. How would I make you live up to your agreement? In 
other words, if I do not ship on your line you can penalize me by 
saying that from now on I pay a higher rate or I owe you X number 
of dollars. What can I do as a shipper if you do not live up to some 
of this? 

Mr. Burtey. That is kind of a hard one for me to answer. 

From the standpoint of a person in the steamship business, I know 
most shippers would raise as much hob with me competitively as 
far as my offering their business to other lines is concerned that I 
would doggone well see that they got recourse in some fashion. 

Mr. Casry. I know that, but you make the statement that you would 
have no trouble in compelling full compliance and I wonder how I, 
as a Shipper, would proceed. 

Mr. Burry. I make that statement in perfectly good faith. It is 
our policy and always has been to make our tariffs available to the 
public. 

Mr. Casey. You are assuming that everybody is going to cooperate 
fully. If the world was like that, we would not need a police depart- 
ment in this city or any other city, but the world is not like that. We 
are trying to figure out rules and regulations for conferences in gen- 
eral, not your particular conference. You may operate your confer- 
ence to where everybody is as happy as can be, but the same rules apply 
to yourself that apply to the others and I am wondering what rate, as 
a shipper, I would have or where would I collect anything if you 
or any other conference say, “I am not going to publish my tariff.” 

Mr. Burtey. I think that is one of the things that you people could 
take care of in your report. I see no reason why you cannot include 
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in your report that you think conferences should make their tarifis 
available to the public. 

Mr. Casey. Then I do not think that you can hold your statement 
that you have not the slightest doubt that if any conference line failed 
to live up to any of its promises you would have no trouble in com- 
pelling full compliance. 

Mr. Burtey. That is one of the things that we write in our contract 
rate system. I am speaking for our Latin American conferences. We 
do publish our tarifl.a and make it available to the public. That is one 
of the things we provide in return. 

Mr. Casry. But there is nothing in the contract that says that if 
you do not do that that I can collect any money or compel you in any 
way. Itis just your word that you will do it. 

Mr. Burtey. That iscorrect. Itis an obligation. 

Mr. Casry. There is nothing to enforce it but it says in that contract 
that if I do not ship on your line, you can assess me the difference 
between the contract rate and the noncontract rate and further that, if 
I do not pay that, from now on I will pay a higher rate. 

Mr. Buriry. We have a perfectly legitimate contract. We offer in 
this agreement itself 60 days’ notice on the freight rates. Our con- 
tract, which I would be glad to furnish the committee—and we have 
a series of them—provides certain definite things that we will do in 
return for the shipper offering all of his business to us. 

The question of providing tariffs is not in.the contract itself. That 
is a supplemental service, you might say, that we offer to contract 
shippers. 

Mr. Cassy. Does it list what you are supposed to do? 

Mr. Burtey. Yes, sir. 

Mr. Casey. How about reading that? I would like to hear what you 
are supposed to do. 

Mr. Garmatz. Will the gentleman yield there a minute ? 

Mr. Casey. Surely. 

Mr. Garmatz. Do you want to put the whole thing in the record? 

Mr. Casry. I am just talking about what the conference obligates 
itself to do. 

Mr. Burtey. I attempted to list in my statement, on page 6, what we 
agree to do. 

Mr. Garmatz. You list six things but it does not mean anything. 

Mr. Burry. We agree in the handling of the business that the ship- 
per offers us to transport that traffic to the best of our ability. We 
agree to provide 60 days advance notice of rate increases. We agree 
that in the event that we do not have space to handle the shipments 
that we will relieve him of his contract so that he can secure outside 
space if he is able to do so. We agree that upon his submitting a list 
to us of the commodities upon which he wishes advice as to rate 
changes, we will give him that information. 

Collectively as a conference, the parties, 8 or 10 or a number of lines 
parties to this contract, collec tively we offer a continuity of service to 
« particular trade area. We offer the contract signs tory assurance that 
he has es a . medium of selling his commodity on a regular basis in a 
particular area at a particular stable rate. We think that that is value 
received. 

Mr. Casry. You would not like it if your signatory just agreed that 
he would pay you to the best of his ability, would you? 
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Mr. Burtey. No, but we are not asking the shipper to commit him- 
self as to what quantity of freight he will ship under that contract. 
We gamble on that, sir. We have to gamble on that and we space our 
sailings and put the number of vessels in the particular trade route 
which we, in our judgment, will properly service the trade. 

If something goes wrong in the market on a particular commodity, 
and we do not get the volume we wish, we still keep our continuity 
of service. That is what a common carrier is for. We think that is 
something of real value to the exporting public. 

Mr. Casey. Are your lines subsidized lines? 

Mr. Burtry. The Grace Line and Moore-McCormack Line are the 
only two subsidized lines in our group. 

Mr. Casey. To keep their subsidy they have to maintain that sched- 
- “6 they not? 

Burtrey. They have certain minimum and maximum sailings 
eae their subsidy requirements but there are many important lines 
than those two in the collective membership of these conferences. We 
offer a tremendous volume of service to and from Latin America; as I 
testified, 1,078 sailings of cargo in a year 

Mr. Casey. As a shipper, if I did not sign it and no one else signed 
the contract, you would still be offering those sailings, would you not ? 

Mr. Buriery. I would say that if nobody siened the contract they 
would not have any business to offer and we would not have the sail- 
ings because the person that did not sign the contract and take ad- 

vant ige of the lower contract rate would ‘be simply very foolish. 

Mr. Casey. He would be penalized. 

Mr. Burry. No, he would not be penalized. He would exercise the 
lesser of the two options he has. He has the option of deciding to 
ship all of his business by a conference line at a lower rate or the option 
of not making an agreement and paying a higher rate. He has a per- 
fect right to make up his mind. The shippers are not complaining 
about it, Mr. Casey, our shippers are not, really. It is equitable. 

Mr. Casey. I have no more questions, Mr. Chairman. Thank you, 
sir. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. To your knowledge, do any of the conferences have 
what we call a good performance bond ! 

Mr. Buriry. No, we do not have that. We have an admission fee 
of a goodly amount to start with. 

Mr. Jonson. What would be the attitude of your 11 conferences if 
they were called up to have what we call a performance bond with 
liquidated damages? Would you approve or disapprove such a sug- 
gestion ? 

Mr. Burtry. Well, we know some conferences that have it. We 
have considered it and we have felt that with the breach of agreement 
clause that we have that our breach of agreement clause is better than 
having a performance bond but we have not a closed mind on it. 

Mr. Jounson. On page 2, you, of course, speak of the vicious rate 
cutting by outside nonconference lines and that it is rather to a serious 
degree today. Is that Isbrandtsen, for the most part ? 

Mr. Buruey. No, sir. It is not. Isbrandtsen is not in our trade 
routes. 

Mr. Jonnson. From whom its that serious rate cutting now # 
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Mr. Burtry. The major nonconference competition is the one I 
mentioned later on in my testimony, Naviera Andes Peruana. We 
have continuous competition from vessels rather than lines. ‘The com- 
petition as we describe it are itinerant vessels, occasional ships, not a 
regular line. They are ships, for instance, that take ore from Peru to 
Japan and then come back over the Great Circle route and then look 
for cargoes from the Northwest back to Peru again before taking ore to 
Japan. That kind ofa ship gets in our hair. 

Mr. Jounson. What flag do they fly, for the most part? 

Mr. Burry. Well, Panamanian, but not necessarily; Greek. They 
are chartered ships. Other types of ships, Mr. Johnson, to give you 
the complete picture, are vessels that come out from Europe, tramp 
vessels with automobiles and have no other return cargo. They offer 
their space in our trade. 

Mr. Jonunson. You, of course, go on to say that you are having a 
problem today to keep your conferences together. I am quoting your 
language on page 3. 

Mr. Buruey. Yes, sir. 

Mr. Jounson. Is that because of this very serious competition or 
rate cutting ? 

Mr. Burtey. Yes, it is. 

Mr. Jounson. You have, of course, the conference system today 
with the tie-in. If you continue that, how will that help that situ- 
ation to overcome your problem ? 

Mr. Burtey. It would help materially. 

Mr. Jounson. In what way? 

Mr. Burtey. To the point that if our contract rate system and the 
general public know that we are on all fours and that it applies to all 
of their shipments without basis of sale and this hocus-pocus of 
f.0.b./f.a.s. is clarified, our contract rate system could mean something 
and give us stability. 

Mr. Jounson. Do you mean to say that you do not feel you have a 
contract rate system today ? 

Mr. Burtey. We have a contract rate system today but there is a 
cloud of doubt in the shipper’s mind as to whether or not it can be 
evaded. They have seen it evaded in many conferences. 

Mr. Jounson. What do you suggest that Congress can do to over- 
come that ? 

Mr. Buruey. I think that you should pass legislation that will 
nullify the decision of the Supreme Court in the Japan case and 
amend our shipping laws to the effect that exclusive patronage con- 
tracts, the dual rate system or any other exclusive patronage contract 
is perfectly legal. 

Mr. Jounson. Is that not what you have now ? 

Mr. Burtey. That is not expressed in law. 

_ Jounson. But in practice, though, you accept it as law, do you 
not 

Mr. Burtrey. We do because that has been the practice of the Fed- 
eral Maritime Board and the U.S. Maritime Commission before it and 
we had always understood that that was part of our authority under 
section 15. 

These court decisions are what have upset and disturbed our past 
practices, 
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Mr. Jounson. Actually, your difficulty, too, is from the so-called 
tramp and charter operations / 

Mr. Burtey. Well, our difliculties are always greater when there is 
a low charter market and right now is one of those periods. 

Mr. Jounson. Do you think that they should be included in the 
requirements to file rates covering berth line or package cargo ¢ 

Mr. Burney. Well, I would very much like to see some rate filing 
requirement as far as all cutrate competition is concerned. I do not 
know the extent which it could be applied to what we call tramps, and 
when we talk about tramps, I mean ships with full cargoes of grain, 
ships with full cargoes of lumber, ships that are not in what I call a 
berth trade. 

Likewise, I do not mean to exclude from filing the itinerants that are 
potential tramps but pick up liner cargo as fill-in. 

Mr. Galloway’s remarks pretty nearly well fitted what I have in 
mind, too. 

Mr. Jounson. So that my final question is that I had understood 
ind made a note that you did not need any further help. That is what 
I got from your previous testimony. 

Now you say that you do need further help to overcome this situa- 
tion. 

Mr. Burtey. I thought I qualified my statement about further help. 
Beyond the question of approval of the contract rate system, we do not 
think that we need further regulation unless you should find it 
necessar Vy. 

Mr. Jounson. I have no further questions. 

Mr. Mitier. In the interest of time, I have no questions. 

Mr. GsrmMatz. On page 6, von say you publish attariff. Is that free? 

Mr. Burney. No; we charge a nominal subscription for our tariff. 
Our charge is $10 per year for the first year with supplemental service 
and $5 per year for renewals with supplemental service. 

Mr. Garmatz. Is it possible that you can tell us how many increases 
or reductions your conferences have given in the last 2 or 3 years ¢ 

Mr. Burtry. No, I could not give that. There are so many rate 
changes in the total of 11 conferences that I started to caleulate it and 
found it was almost impossible. 

Mr. Garmatz. Mr. Cowen? 

Mr. Cowen. Yes, Mr. Chairman. 

Mr. Burley, in reoard to your competition from the independent 
lines which you Say your conference ~ have contront ing’ the conteren e 

ssels now, do these independents offer as good a service 2s do your 
conference vessels / 

Mr. Bi RLEY. No. They do not off ras cood asery ice to the t rade “aS 
i Whole. They might offer as good a service to the particular com 
modity that they take awav from us at that time. 

Mr. ® OWEN. Y Gs, sir, You devote severnl mimes To rate euttine or 
rate cutters, outside onerators, et cetera. Just what isa rate cutter? 

Mr. BurR.ey. Anything below the established rate of the conference 
earriers. 

Mr. Cowen. Well, sir, then vou are basing the conference ra‘e as 
being the prime fieure, the perfect fieure, and anything lower than 
that.as beine belew the normal ? 


Mr. Buriey. Yes, si 
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Mr. Cowen. To your own knowledge, do you know whether or not 
these independents who quote a rate below your conference rate are 
able to make a fair return on their investment ? 

Mr. Buruey. No, I do not know, but, Mr. Cowen, when I talk about 
our conference rates, I am talking about our rate structure as a whole 
as it rel: ites TO serv ing a comple te area as a COMMON carrie r operat lon 
servicing the number of ports and terminals that I describe that we 
have on the Pacific coast. The rate offered by the cutrate carrier 
is intended for the service of one or a few shippers, one or a few ports, 
to much less a number of destinations than we serve, so that there 
is not exactly the same comparison. It is quite true that a lower rate 
for one specific movement would be a profitable rate as contrasted 
with our rate, designed to cover a wider area. 

Mr. Cowen. Well, do your shippers service all the ports withn 
the trade area ? 

Mr. Burtey. Yes, sit 

Mr. Cowen. And you say that these independents could not oiffe1 
the service that your s] hips do so that, would it not stand to reason 
that possibly their service is not worth as much as the service offered 
a your vesse Is? 

Mr. Buritey. Well, I could not answer that. That would have 
to be es e judgment of the recipient of the rate. 

Mr. Cowen. Well, sir, what I am getting at is: does the mere fact 
of a oo. offering oak or services below a rate which you feel is 
a normal realistic rate, the fact that some other independent can offer 
the same type service, of ne ‘essity, makes that person a rate cutte! 
or an interloper into the area which he is serving ¢ 

Mr. Burtey. Yes, 1 thinkso, That sets a pattern. 

Mr. Cowen. Well, sir, who has the right and privilege of setting 
au pattern? Is not the freedom of the seas still with us even within the 
area served by the conference / 

Mr. Buruey. Yes, sir, it most certainly is. At the same time, sec 
tion 15 of the Shipping Act was designed to promote conference es. 
Conferences are for the purpose of stability. The exporters in our 
foreign trade have told us that they want rate stability. They want 
to be able to market their goods at known rates and the only way 
we know to have rate stability is to eliminate cutrate liner competition 
wr any type of cutrate competition in berth trades. 

Mr. Cowen. Any competition is cutrate competition ? 

Mr. Buriry. Yes, sir, so far as it takes the business out of the 
berth trade operation. 

Mr. Cowen. Now, sir, you spoke of the stability of rates and the 
regular service. With whom do you contract to give that regular 
service and the stability of rates? 

Mr. Burry. We do not contract. As common carriers through our 
conference agreement which is only open to common carr lers, we 
offer to the public as a whole the service of a group of lines with 
regular schedules known to everyone. 

Mr. Cowen. Are you not in actuality contracting with the Federal 
Maritime Board? When you form and set up a conference to serve 
a certain area and set your rates, are you not contracting with the 
Federal Maritime Board to perform in that area a certain service? 
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Mr. Burry. I do not know whether the term “contract” is quite the 
right term, Mr. Cowen, but we could nes : be eligible for a conference 
agreement. i if we were not equipped to be common carriers. 

Mr. Cowen. All right, sir. 

Mr. Burtey. So that, as a collective group of common carriers, we 
form a conference. 

Mr. Cowen. You form a conference and have certain obligations to 
perform in order to serve the area for which your conference is 
formed ¢ 

Mr. Burney. That is right. We agree to develop the business in 
that trade area. 

Mr. Cowen. So that you agree, then, in your original conference 
setup to perform certain services within that area ¢ 

ir. BurLEy. Yes, sir. 

Mr. Cowen. And that agreement is made with the Federal Maritime 
Board ¢ 

Mr. Burvey. Yes, sir. 

Mr. Cowen. It is not made with shipper within the area ? 

Mr. Burtey. No, sir. 

Mr. Cowen. So that the contract with this idea of offering stable 
rates and regularity of service is not made with the shipper at all but 
rather with the Federal Maritime Board 

Mr. Burztey, That is right, but the contract is made in the name of 
the conference with the shipper. 

Mr. Cowen. Certainly. 

Mr. Burzey. So that one is attached to the other. 

Mr. Cowen. Well, in actuality, you are contracting with the Fed- 
eral Maritime Board and particularly so in regard to American flag 
lines that are subsidized, is that not correct / 

Mr. Burtry. Not particularly so as to American flag lines. Section 
15 is open to all common carriers. 

Mr. Cowen. Certainly. I am taking the overall conference picture. 
All of your lines have contracted and have formed their conference 
but in particular, in your instance I believe, there are two American 
flag lines within the conference ? 

Mr. Burtey. There are three, two subsidized. 

Excuse me. I was mistaken. 

There are four American flag lines, three subsidized. I overlooked 
American President Lines which are in the Caribbean Pacifie Con- 
ference. 

Mr. Cowen. Those three, in order to be eligible for operating sub- 
sidy, must perform certain services; that is, afford regular service 
and give stable rates which are approved by the Federal Maritime 
Board ¢ 

Mr. Burry. Those are all things subject to the 1936 act, not the 
1916 act. 

Mr. Cowen. But in order to be eligible for subsidy, they must per- 
form certain required acts. 

Mr. Buruey. Yes, I understand. 

Mr. Cowen. So that they in turn, then, are not contracting with 
the shipper 
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eign line that is a conference member when it has his name on a 
mueper s rate agreement as a conference member. 


' 
Mr. Burry. I would say they are in identical position to the for- | 
Mr. Cowen. Agreeing that there is some ab of agreement. 


— 


Mr. Buriey. 1 hope “L am not evading. I did not mean to, Mr, 
Cowen. 
Mr. Cowen. My point, sir,.is that, in order to be eligible for subsidy, 


the subsidized line must agree to do certain things, so that that agree- 
ment or that contract is with the Federal Maritime Board. 
Mr. Buritey. That is correc 4 


Mr. Cowen. Then the fact that within a certain area they make 
regular runs and a shipper iis wants to agree with your conference 
agreement, if that is what you want to call it, then that is separate 


and apart although it is all ‘built out of that original agreement with 
the Federal Maritime Board ? 

Mr. Buruey. That is right. It is part of the whole. 

Mr. Cowen. Yes, sir. 

Mr. Burley, is this a copy of your receiver's freighting agreement / 

Mr. Burtey. This is a copy of the receiver's freighting agreement 
in the Association of West Coast Steamship Companies. It is not 
identical to the receiver's freighting agreement of coffee in the other 
conferences 

Mr. Cowen. In what manner does it differ, sir? 

Mr. Buriey. It names rates for a definite period of time. 

Mr. Cowen. Yes, sit 

Mr. Burtey. Our other two coffee conferences, Camexco and Col- 
pac, name their rates for an indefinite period of time subject to in- 
creases on 60 days’ notice. 

Mr. Cowen. Is that the only difference in the contracts, sir? 

Mr. Buriry. I believe so. 

Mr. Cowen. Isthis a CODY of your west coast receiver's freighting 
agreement which was effective as of the same date this was ef- 
fective ; 

Mr. Burtry. This appears to be the New York agreement. 

Mr C OWEN. Yes, sir. 

Mr. Burnury. Yes, and I understand the New York agreement is 
somewhat different than our Pacifie Coast agreement. 

Mr. Cowen. In what respect, sir, if you know ? 

Mr. Burney. Frankly, lam not quite sure. It just came to my at 
tention in recent months and [am afraid I do not know it well enoug rh 
to detail it. 


Mr. Cowen. They both arose out of the same conference agreement. 
is that COFTeCt, sir? 

Mr. Burney. Yes, si 

Mr. Cowen. Mr. Chairman, if I might, I would like to introduce 
woth of these to be made a part of the record and I would like to read 
from first, the one which is used on the west const : 


The carriers hereby io turnish space for the receiver's shipments, 
when requested, to ports of cail named herein provided that such space is 
available when application is made therefore. In the event the carriers are 
unable to furnish such space within 1 week for specific shipments of the 
receiver to ports of call the latter will be free to arrange to forward such 
shipments by any vessel other than those of the carriers without violating this 

‘reement providing that the receiver will first notify the secretary of the 
association at Cristobal or the secretary of the subcommittee at San Francisco 
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and allow the secretary at Cristobal and/or the secretary of the subcommittee 
at San Francisco 48 hours from the receipt of such notice to arrange space. If 
the secretary at Cristobal and/or the secretary at San Francisco fails, within 
48 hours to advise the receiver that space is available then the receiver shall 
be free with respect to such shipments to secure space elsewhere but this 
igreement Shall remain in full force and effect as to all further shipments. 

Now, sir, in the one which is used to serve the east coast, that is 
the ports of call to Boston, Galveston, Houston, New Orleans, et 
cetera, I read as follows: 

If the secretary fails within 48 hours to advise the receiver that space is 
available then the receiver shall be free with respect to such shipments to 
secure space elsewhere, but this agreement shall remain in full force and effect 
with respect as to all further shipments. 

If the secretary or chairman— 
fails to provide space within 48 hours the carriers agree to compensate the 
receiver for any excess freight paid over and above the rates provided herein 
unless the inability of a carrier to provide space is due to force majeure. 
This contract offers something that no other contract. offers, does it 
not ¢ 

Mr. Buriey. Yes, that is right. I have never run into any other 
contract with that type of provision. 

Mr. Cowen. So that the statement that has been made here today 
and has been made heretofore regularly and religiously that all are 
treated alike under a conference contract does not hold water , does it? 

Mr. Burry. Sir, I can only speak for the Pacific coast portion of 
the Association of West Coast Steamship Companies only being 
secretary of the San Francisco committee. We administer the Pacific 
coast. coffee contracts in San Francisco. We have never been re- 
quested by the coffee people to insert the clause in our agreement 
that you read that is different in the Atlantic agreement. 1 was not 
even aware of that until some 60 days ago. 

Mr. Cowen. Yet it is made on behalf of the Association of West 
Coast Steamship Companies. 

Mr. Burtey. That is quite true. It is. 

Mr. Cowen. In both instances. 

Mr. Burry. That is right, and they make different rates to differ- 
ent destinations. 

That conference covers almost the entire world from the west coast 
of Colombia and Ecuador. 

Mr. Cowen. I will read one further clause from the contract serving 

the west coast: 
* * * in the event of a vessel other than those of the carriers loading coffee at 
Buenaventura and/or Tumaco at rates of freight less than the rates herein pro- 
vided, the carriers agree to consult with representatives of the Pacific Coast 
Coffee Association immediately upon request with the object of arriving at a 
mutually satisfactory method of meeting such competition and of giving effect to 
this agreement, the purpose of which is market,stabilization under reasonable 
rates and practices. 

Do I infer from that, sir, that if independent competition comes in, 
then the conference itself is willing and ready and able to sit down and 
renegotiate ¢ 

Mr. Burtey. Yes, sir. We make it a practice to sit down and meet 
with the Pacific Coast Coffee Association at all times with all of our 
conferences on the matter of freight rates and charges for diversion, 


optional bills of lading, and such as that. 
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We recognize that group as being the people whom we must satisfy 

and whom we must depend upon for a good share of our livelihood. 
Mr. Cowen. You recognize it to such an extent that you even in- 

clude a paragraph in your contract to the effect that if competition 

comes in that possibly you would even go a little lower on the rate? 
Mr. Buruey. I am just a little dubious about that clause we have 

in that agreement. I have thought a good many times that it prob- 

ably was not quite right to be so specific. 

Mr. Cowen. Well, it is your contract, sir. 

(The contract referred to follows:) 


ASSOCIATION OF WEST Coast STEAMSHIP COMPANIES 


RECEIVER'S FREIGHTING AGREEMENT, EFFECTIVE AS OF DECEMBER 20, 1957 


5 
S 
fe 
wa 


igreement made this____- Ony 195____, by and between 
ibaa ele tes sire eae aaa rea cea adie: anon aaa -and/or its subsidiary companies and/or 
agents, hereinafter called the Receiver, and the several steamship lines named 
herein, which constitute the Association of West Steamship Companies, herein- 
after called the CARRIERS, witnesseth : 

1. In consideration of the rates and other conditions stated herein the Re- 
ceiver agrees to arrange so that all shipments of coffee from Buenaventura and 
Tumaco, Colombia, made by or consigned to the Receiver at all ports on the 
Pacific coasts of the United States and Canada shall be offered to the Carriers 
for transportation. 

In agreeing to confine the carriage of all his shipments to the vessels of the 
Carriers, the Receiver hereby promises and declares it is his intent and pur- 
pose to do so without evasion or subterfuge either directly or indirectly by any 
means including intermediaries or subsidiaries. 

The Carriers agree that they will not negotiate separate agreements with a 
Receiver and/or Receivers at variance with or contrary to the terms and con- 
ditions of this Agreement. 

2. The Carriers hereby agree to furnish space for the Receiver’s shipments, 
when requested, to ports of call named herein provided that such space is avail- 
able when application is made therefor. In the event the Carriers are unable to 
furnish such space within one week for specific shipments of the Receiver to 
ports of call the latter will be free to arrange to forward such shipments by any 
vessel other than those of the Carriers without violating this agreement provid- 
ing that the Receiver will first notify the Secretary of the Association at Cris- 
tobal or the Secretary of the Subcommittee at San Francisco and allow the 
secretary at Cristobal and/or the Secretary of the Subcommittee at San Fran- 
cisco forty-eight (48) hours from the receipt of such notice to arrange space. 
If the Secretary at Cristobal and/or the Secretary at San Francisco fails, within 
forty-eight (48) hours to advise the Receiver that space is available then the 
Receiver shall be free with respect to such shipments to secure space elsewhere 
but this agreement shall remain in full force and effect as to all further ship- 
ments. 

8. Arrangements for the actual carriage of the coffee covered by this agree- 
ment are to be individually with the Carriers specifically agreeing to transport 
the coffee and not with the Carriers generally and the shipments shall be sub- 
ject to all the terms, conditions and exceptions expressed in the Permits, Dock 
Receipts, Mate’s Receipts and regular form of Bill of Lading of the transport- 
ing carrier in use at time of shipment, as well as the Freight Tariff of the As- 
sociation of West Coast Steamship Companies. 

4. Should the Carriers reduée the rates on coffee effective during the term 
of this agreement, the Receiver shall immediately be given the full benefit of 
such reduced rates duriug the entire period same are in effect or should the 
Carriers reduce the tariif ‘‘non-contract” rates effective during the term of this 
agreement, they agree to reduce the rates provided herein correspondingly. 

In the event of a vessel other than those of the Carriers loading coffee at 
Buenaventura and/or Tumaco at rates of freight less than the rates herein pro- 
vided, the Carriers agree to consult with representatives of the Pacific Coast 
Coffee Association immediately upon request with the object of arriving at a 
mutually satisfactory method of meeting such competition and of giving effect to 
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this agreement, the purpose of which is market stabilization under reasonable 
rates and practices. 

5(a). In view of the impracticability or difficulty of determining the actual 
damages suffered by the Carriers or any of them in the event of a violation of 
this agreement by the Receiver and since it is the essence of this agreement that 
the contract rates herein provided for are offered and are to be available to the 
Receiver only in consideration of the Receiver’s compliance with the provisions 
of this agreement, including Clause 1, it is agreed between the parties that if, 
during the term of this agreement, any shipment be made in violation of Clause 
1 hereof, the Receiver shall become liable to the Carriers jointly for and shall 
promptly pay to the Association of West Coast Steamship Companies as li- 
quidated damages a sum equal to what would have been paid by it to a Carrier 
member of the Association had the shipment been made as provided and agreed 
in said Clause 1 hereof. 

5(b). If at any time during the current term hereof 2 Carrier and/or the 
Association shall believe that a shipment has been made in violation of Clause 
1 (except as provided herein) or that other provision of this agreement has in 
any way been breached, then the Carriers shall give notice in writing to the 
Receiver of its belief and of the facts believed by it to constitute the breach of 
this agreement and the Receiver shall within three days after the receipt of 
such notice submit a reply in writing to the Carriers admitting or denying the 
facts alleged, with such explanation thereof as the Receiver may desire to 
present. If the Receiver denies the facts alleged by the Carrier or denies that 
the facts constitute a breach of this agreement, the Carrier’s notice and the 
Reeiver’s reply shall be referred to the Chairman of the Association, whose 
decision as to whether or not the :greement has been breached by the Receiver 
shall be final and binding upon al! parties, except, however, that either party 
disputing this decision shall have the right to arbitration in accordance with 
Clause 12 hereof. Admission by the Receiver of the breach or the failure of 
the Receiver to reply to the Carvrier’s notice within the time stated or the 
decision of the Conference Chairman or a similar decision as a result of a 
equested arbitration that the agreement has been breached shall render the 
Receiver liable for the payment of liquidated damages as provided in the 
going paragraph (a). 

5(¢c). Upon a determination that there has been a breach of the agreement 
by the Receiver as provided in the foregoing paragraph (b), the Carriers shall 
assess and the Receiver shall pay damages in the amount arrived at under the 
foregoing paragraph (a). 

If the Receiver pays the liquidated damages provided for hereinabove within 
ten days, the Carriers shall consider the agreement as still in full force and 
effect. However, if the Receiver does not pay the liquidated damages withi! 
ten days after the determination of the breach, this agreement shall imme 
diately become null and void as to all future shipments. 

If the Receiver pays the liquidated damages after the agreement has been 

neelled by the Carriers, the Carriers shall offer a new agreement to the Re 
ceiver, but in the event that the Receiver hus breached the agreement more 
than twice within the period of the agreement, the Carriers will not be obliged 
to offer a new agreement to the Receiver. 

6. If any Carrier violates this :greement by granting reduced rates to any 
Shipper or Receiver, the violating Carrier shall be liable to all Receivers for 
refund of any difference between the reduced rate and the contract rate on all 
green coffee theretofore shipped on vessels of such Carrier by such Receivers 
during the twelve month period immediately preceding the shipment made in 
violation hereof. 

7. If the Association of West Coast Steamship Companies adds any Line or 
Lines to its membership, such Line or Lines shall thereby become party to this 
Agreement and the Receiver shall have the right to request shipping space of 
such Line or Lines as is in this Agreement provided; and should any Line or 
Lines cease to be members of sa’d Association, all future rights under this 
\greement of such Line or Lines, and of the Receiver as to any such Line or 
Lines shall thereupon terminate. 

The Secretary of the Subcommittee will advise the Receiver immediately of 
any additional Carrier or Carriers who may become members of the Association 
of West Coast Steamship Companies, and also of any Carrier or Carriers who 
may cease to be embraced in this Agreement. 

8. The rate to apply during the term of this Agreement, which is expressed 
in Clause 11 hereof, shall be as follows— 
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For all shipments of green coffee in bags clearing from the loading ports of 
Buenaventura and Tumaco: 


Contract U.S. Noncontract 
currency per U.S. currency 
100 pounds per 100 pounds 
To Los Angeles Harbor, San Francisco, Calif.; Portland, Oreg.; Seattle, 
Tacoma, Wash.; Vancouver, British Columbia 
Effective Dec. 20, 1957, expiring Feb. 28, 1958 $1. 25 $1. 40 
Effective Mar. 1, 1958 1. 30 a 


Green coffee to be discharged at any berth, at any of these ports, as may be 
selected by the Carrier. 

The effective date of rate changes at each loading port will be governed by 
the date the vessel commences loading at the port and not by dates of bookings, 
Dock Receipts nor Bills of Lading. 

9. If the Carriers at any time desire to increase said rates due to increased 
cost of operation there shall be given to the Receiver written notice of the pro- 
posed increased rates and of the date upon which it is proposed they will become 
effective, which date shall be not less than thirty (80) days subsequent to the 
giving of said notice to the Receiver. If not agreeable to such increase, the 
Receiver shall, within fifteen (15) days after the receipt of such notice, deliver 
to the Carriers written notice of cancellation of this Agreement to be effective 
as of the expiration of said thirty (80) days; and, unless such notice be so given 
to the Carriers, the Receiver shall be deemed to have agreed to such increase 
If the Receiver shall have given such notice of cancellation then the Carrier 
shall have the option of either cancelling said proposal or of permitting this 
Agreement to terminate as of the expiration of said thirty (80) days. Such 
option shall be exercised by the Carriers by giving written notice to the Receiver 
of the Carrier's election not less than fifteen (15) days prior to the expiration 
of the said thirty (30) days. In the event that the Carriers elect to cancel said 
proposal, then this Agreement shall remain in full force and effect as if the 
proposal had never been made and the Receiver’s notice of cancellation shall be 
ineffectual. It is understood and agreed that in no event shall the rates ex- 
pressed herein be increased by an amount inconsistent with current transporta- 
tion conditions, nor shall any notice of a kind contemplated by this clause be 
given until representatives of the Pacific Coast Coffee Association shall first 
have been consulted. 

10. Nothing in this Agreement shall prevent the terminating thereof and the 
immediate release of all parties hereto from any of the rights, duties, or obliga- 
tions herein set forth in the event of insurrection, revolution, rebellion, war or 
acts beyond Carrier’s control, which renders impossible the maintenance of 
service of the Carriers. 

11. This Agreement shall cover all shipments made from the ports of Buena- 
ventura and Tumaco between December 20, 1957, and December 31, 1958, 
inclusive. 

12. In any case of dispute, under this Agreement, the Receiver and Carrier 
each agree to submit the matter to arbitration at San Francisco, each appointing 
an arbitrator, and the two so chosen shall select an umpire, to which arbitration 
committee all data requested in connection with the matter in dispute shall be 
made available. Decision of two or more members of said Committee shall be 
binding on both parties and the arbitration shall be made under and pursuant 
to the terms and conditions of the United States Arbitration Act, being the act 
of February 12, 1925, all of which terms and conditions shall be binding on the 
parties hereto. It shall be the first duty of the arbitrators to determine 
whether, pending their decision, this Agreement shall be continued in full force 
and effect or, its application with regard to the parties involved, suspended. 

13. The Carriers hereby agree to meet with the Receiver sixty days prior to 
the expiration date of this Agreement for the purpose of discussing a subsequent 
freighting Agreement. 











STEAMSHIP CONFERENCE STUDY 1287 


For and on behalf of the Carriers. members of the Association of West Coast 
Steamship Companies : 


(CHILEAN LINE IHloLLAND AMERICA LINE 
(Cia Sud-Americana de Vapores ), (N.V. Nederlandsch-Amerikaansche 
CUILEAN NorRtTH Paciric LINE Stoomvaart Maatschappij Hol- 
(Compania Chileana de Navega- land-Amerika Lija), 
cion Interoceanica ), INDEPENDENCE LINE 
(1A COLOMBIANA DE NAVEGACION MARI- (Cia Naviera Indepencia, S.A.), 
rIMA, ITALIAN LINE 
FrorA MERCANTE GRANCOLOMBIANA, (“Italia’ Societa per <Azioni di 
his Navigazione ), 
FRENCH LINE “K” LINE 
(Compagnie Generale Transatlan- (Kawasaki Kisen Kaisha, Ltd.), 
tic), IKNUTSEN LINE 
GRACE LINE (Knut Knutsen O.A.58.), 
(Grace Line, Ine.), NORTIL GERMAN LLOYD 
GULF AND SoOuTH AMERICAN STEAM- (Norddeutcher Lioyd), 
sure COMPANY, INC., Paciric STEAM NAVIGATION COMPANY, 
HAMBURG AMERICA LINE ROYAL NETHERLANDS STEAMSHIP CoM- 
(Hamburg Amerika Linie). PANY, 


West Coast LINE, INC. 


For and on behalf of the Receiver : 


Secretary, San Francisco Subcommittee, 
Association of West Coast Steamship Companies. 


Address 
ASSOCIATION OF WEstT COAST STEAMSHIP COMPANIES 
RECEIVERS’ FREIGHTING AGREEMENT, EFFECTIVE AS OF DECEMBER 20, 1957 


This agreement made this —_ GG OC Uwe een, See eee 
York, N.Y., by and between ________________________ and/or its subsidiary com- 
panies and/or agents, hereinafter called the Receiver, and the several steam- 

lip lines named herein which constitute the Association of West Coast Steam- 
ship Companies, hereinafter called the Carriers, witnesseth : 

1. In consideration of the rates and other conditions stated herein the Re- 
‘eiver agrees to arrange so that all shipments of coffee from the ports of Buena 
ventura and Tumaco, Colombia, S.A., made by or consigned to the Receiver at 
all ports on the Atlantie and gulf coasts of the United States and Canada shail 
be offered to the Carriers for transportation. 

In agreeing to confine the carringe of all his shipments to the vessels of the 
Carriers, the Receiver hereby promises and declares it is his intent and pur- 
pose to do so without evasion or subterfuge either directly or indirectly by any 
means ineluding intermediaries or subsidiaries. 

The Carriers agree that they ‘will not negotiate separate agreements with a 
Receiver and/or Receivers at vari:nece with or contrary to the terms and condi- 
tions of this agreement. 

2. The Carriers hereby agree to furnish space for the Receiver’s shipments, 
when requested, to discharging ports named herein, provided that such space is 
available when application is made therefor. In the event that the Carriers are 
unable to furnish such space within 1 week for specific shipments of the Re- 
ceiver to ports of call named herein, the latter will be free to arrange to for- 
ward such shipments by any vessel other than those of the Carriers without 
violating this agreement, providing that the Receiver will first notify the Secre- 
tary of the Association at Cristobal, C.Z., or the Special Committee of Asswest- 
co at New York and allow the Secretary forty-eight (48) hours from the receipt 
of such notice to arrange space. If the Secretary fails within forty-eight (48) 
hours to advise the Receiver that space is available then the Receiver shall be 
free with respect to such shipments to secure space elsewhere, but this agreement 
shall remain in full force and effect as to all further shipments. If the Chairman 
(Secretary) fails to provide space within 48 hours the Carriers agree to compen- 
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sate the Receiver for any excess freight paid over and above the rates provided 
herein unless the inability of a Carrier to provide space is due to force majeure. 

3. Arrangements for the actual carriage of the coffee covered by this agree 
ment are to be individually with the Carriers specifically agreeing to transport 
the coffee and not with the Carriers generally and the shipments shall be sub- 
ject to all terms, conditions and exceptions expressed in the permits, dock 
receipts, mate’s receipts and regular form of bill of lading of the transporting 
Carrier in use at the time of shipment. 

4. Should the Carriers reduce the rates on coffee effective during the term of 
this agreement, the Receiver shall immediately be given the full benefit of such 
reduced rates during the entire period same are in effect, or should the Car- 
riers reduce the tariff “noncontract” rates effective during the terms of this 
agreement, they agree to reduce the rates provided for herein correspondingly 

In the event of a vessel other than those of the Carriers loading coffee at 
Buenaventura and/or Tumaco at rates of freight less than the rates herein 
provided, the Carriers agree to consult with representatives of the coffee trade 
immediately upon request with the object of arriving at a mutually satisfactory 
method of meeting such competition and of giving effect to this agreement, the 
purpose of which is market stabilization under reasonable rates and practices 

5(a). In view of the impracticability or difficulty of determining the actual 
damages suffered by the Carriers or any of them in the event of a violation of 
this agreement by the Receiver and since it is the essence of this agreement that 
the contract rates herein provided for are offered and are to be available to the 
Receiver only in consideration of the Receiver’s compliance with the provisions 
of this agreement, including clause 1, it is agreed between the parties that if, 
during the term of this agreement, any shipment be made in. violation of clause 
1, hereof, the Receiver shall become liable to the Carriers jointly for and shall 
promptly pay to the Carriers as liquidated damages a sum equal to what would 
have been paid by it to a Carrier member of the Association had the shipment 
been made as provided and agreed in said clause 1 hereof. 

5(b). If at any time during the current term hereof a Carrier and/or the 
Association shall believe that a shipment has been made in violation of clause 1 
(except as provided herein) or that any other provision of this agreement has 
in any way been breached, then the Carriers shall give notice in writing to the 
Receiver of its belief and of the facts believed by it to constitute the breach of 
this agreement and the Receiver shall within three days after the receipt of 
such notice submit a reply in writing to the Carriers admitting or denying the 
facts alleged, with such explanation thereof as the Receiver may desire to pre- 
sent. If the Receiver denies the facts alleged by the Carriers or denies that the 
facts constitute a breach of this agreement, the Carriers’ notice and the Re- 
ceiver’s reply shall be referred to the chairman of the conference, whose decision 
as to whether or not the agreement has been breached by the Receiver shall be 
final and binding upon all parties, except, however, that either party disputing 
this decision shall have the right to arbitration in accordance with clause 10 
hereof. Admission by the Receiver of the breach or the failure of the Receiver 
to reply to the Carriers’ notice within the time stated or the decision of the 
conference chairman or a similar decision as a result of a requested arbitration 
that the agreement has been breached shall render the Receiver liable for the 
payment of liquidated damages as provided in the foregoing paragraph (a). 

5(c). Upon a determination that there has been a breach of the agreement 
by the Receiver as provided in the foregoing paragraph (b), the Carriers shall 
assess and the Receiver shall pay damages in the amount arrived at under the 
foregoing paragraph (a). 

If the receiver pays the liquidated damages provided for hereinabove within 
ten days, the Carriers shall consider the agreement as still in full force and 
effect. However, if the Receiver does not pay the liquidated damages within ten 
days after the determination of the breach, this agreement shall immediately 
become null and void as to all future shipments. 

If the Receiver pays the liquidated damages after the agreement has been 
eancelled by the Carriers, the Carriers shall offer a new agreement to the Re- 
ceiver, but in the event that the Receiver has breached the agreement more ~ 
than twice within the period of the agreement, the Carriers will not be obliged 
to offer a new agreement to the Receiver. 

6. If the Association of West Coast Steamship Companies adds any line or 
lines to its membership, such line or lines shall thereby become party to this 
agreement, and the Receiver shall have the right to request shipping space of 
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such line or lines as is in this agreement provided; and should any line or lines 
cease to be members of said Association, all future rights under this agreement 
of such line or lines, and of the Receiver as to any such line or lines, shall 
thereupon terminate. 

The Secretary of the Association or the special committee at New York will 
advise the Receiver immediately of any additional Carrier or Carriers who may 
become members of the Association of West Coast Steamship Companies and of 
any line or lines who may become affiliated with said Association as recognized 
Cocarriers; and also of any Carrier, Carriers, or Cocarriers who may cease to 
be embraced in this agreement. 

7(a). The ports and rates to which this agreement applies are as follows: 


U.S. currency per ton of 
Direct, without transshipment or with trans- 2,000 pounds 
shipment at Cristobal, C.Z. Effective date ais Sa ed 
Contract Noncontract 
Baltimore, Md.; Boston, Mass.; Galveston, (Ps 20, 1957, and until $22 $25 
Tex.; Houston, Tex.; Jacksonville, Fla.; New | Feb. 28, 1958. 


York, N.Y.; New Orleans, La.; Norfolk, Va.; "2: 1, 1958, and until 23 26 
Philadelphia, Pa. Dec. 31, 1958 


Shipments of coffee for transshipment at Cristobal, C.Z., will be routed beyond 
Cristobal in connection with recognized Cocarriers of the Association. The for- 
warding of all shipments beyond Cristobal shall always be subject to service 
and space being available from Cristobal, C.zZ. 

7(b). Whenever delivery is made by a Carrier direct from loading port to 
Atlantic coast ports other than those stipulated, the contract rate applying to 
New York will be assessed; when delivery involves transshipment, rate is to 
be established by arrangement between conference and Receiver. 

8(a). If the Carriers at any time desire to increase said rates due to in- 
creased cost of operation there shall be given to the Receiver written notice 
of the proposed increased rates and of the date upon which it is proposed they 
will become effective, which date shall be not less than thirty (30) days subse- 
quent to the giving of said notice to the Receiver. If not agreeable to such 
increase, the Receiver shall, within fifteen (15) days after the receipt of such 
notice, deliver to the Carriers written notice of cancellation of this agreement 
to be effective as of the expiraticn of said thirty (30) days; and, unless such 
notice be so given to the Carriers, the Receiver shall be deemed to have agreed 
to such increase. If the Receiver shall have given such notice of cancellation 
then the Carrier shall have the option of either canceling said proposal or of 
permitting this agreement to terminate as of the expiration of said thirty (30) 
days. Such option shall be exercised by the Carriers by giving written notice 
to the Receiver of the Carriers’ election not less than fifteen (15) days prior to 
the expiration of the said thirty (30) days. In the event that the Carriers 
elect to cancel said proposal, then this agreement shall remain in full force and 
effect as if the proposal had never been made and the Receiver’s notice of can- 
cellation shall be ineffectual. It is understood and agreed that in no event 
shall the rates expressed herein be increased by an amount inconsistent with 
current transportation conditions, nor shall any notice of a kind contemplated 
by this clause be given until representatives of the coffee trade shall first have 
been consulted. 

8(b). It is further agreed that should conditions growing out of war be- 
tween any nations or other acts beyond control of the Carriers, render the main- 
tenance of service impossible, the Carriers may upon notice to the Receivers 
cancel this agreement effective immediately. 

9, This agreement shall cover all shipments made from Tumaco or Buena- 
ventura, Colombia, S.A., between December 20, 1957, and December 31, 1958, 
inclusive. 

10. Any and every dispute arising out or relating to this agreement or the 
breach thereof shall be settled by arbitration in New York, N.Y., under the laws 
of the State of New York. One arbitrator shall be named by the Receiver 
or Receivers who shall be parties to the dispute, one arbitrator shall be named 
by the Carriers then parties to this agreement, and a third arbitrator shall be 
named by the two arbitrators so chosen. Any award made by a majority of 
the arbitrators shall be final and binding. Any arbitration proceedings, in- 
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cluding enforcement of any award, service of any and every notice and other 
paper may be made outside of the State of New York by registered mail or 
telegraph with the same force as if effected personally within said State. In 
each case of such service, a reasonable time shall be allowed for response to 
the notice or other paper served. 


For and on behalf of : 


CHILEAN LINE INDEPENDENCE LINE 
(Cia Sud-Americana de Vapores) ; (Cia Naviera Independencia, 
CHILEAN NortrH Paciric LINE S.A.) 3 
(Compania Chileana de Navega- ITALIAN LANE ee 7} 
cion Interoceanica ) ; (“Italia Societa per Azioni di 
CrA COLOMBIANA DE NAVEGACION MARI- “A Navignuzione) ; 
TIMA; “KK” LINE 
FLoatA MERCANTE GRANCOLOMBIANA, (Kawasaki Kisen Kaisha, Ltd.) ; 
S.A.: KNUTSEN LINE 
FRENCH LINE (Knut Knutsen O.A.S8.) ; 
(Compagnie Generale Transatlan NORTH GERMAN LLOYD 
tique) ; (Norddeutcher Lloyd) ; 
GRACE LINE PACIFIC STEAM NAVIGATION CoO. ; 
(Grace Line, Ine.) ; RovaL NETHERLANDS STEAMSHIP Co.; 


GuLF AN» Soutn AMERICAN STEAMSHIP WEST Coast LINE, INC. 

Co., INC. ; 

HAMBURG AMERICA LINE 
(Hamburg Amerika Linie) ; 
HOLLAND AMERICA LINE 
(N. V. Nederlandsch-Amerikaan- 
sche Stoomvaart Maatschappij 
Holland-Americka Lija) ; 
ASSOCIATION OF WEST COAST STEAMSHIP COMPANIES, NEW YORK SPECIAL 
COM MITTEE, 
et ee ee per. ee ah ee ae 

For the receiver : 

Mr. Cowen. Where you refer to the fact of a contract system that 
has been in existence for almost a hundred years, is that similar to 
your present so-called dual-rate contract? 

Mr. Buriey. No, not exactly. I am referring to contract systems 
as exclusive patronage in the Caleutta Conference. 

Mr. Cowen. So that the present conference contract that you have 
is something that, I believe you used the terminology, “like Topsy,” 
just “orowed.” 

Mr. Buriey. That is right. 

Mr. Cowen. It is something that, to your knowledge, the Alexander 
Commission never saw an example of, is that correct ¢ 

Mr. Burtey. I do not know enough about the Alexander Commis- 
sion study to say what they saw. 

Mr. Cowen. On page 4, sir, you set out your feelings as to the f.0.b./ 
f.a.s. problem: Do your conferences fee] that a signatory with whom 
you have an agreement is absolutely limited as to whom he is able to 
sell his product providing, of course, that that product might eventu- 
ally find its way into the channels of commerce served by your 
conference ? 

Mr. Burtry. That signatory is expected to live up to the spirit of 
the agreement that he has accomplished with us just like we expect 
to live up to our side of the agreement. The spirit of that agreement 
is that he will not through any means use rate-cutting lines or lines 
outside of the conference. If he resorts to some other device, such as 
method of sale, to remove himself or try to remove himself from the 
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terms and conditions of that contract, we would consider he is in vio- 
lation of his agreement with us. 

Mr. Cowen. Granted that that were so, sir, if he used some subter- 
fuge, but if a factory or a firm which has a contract with you makes a 
bona fide sale to a second party and that goods in time finds itself in 
the channels of commerce of the area served by your conference, do 
you still insist, sir, that that is a violation of the ¢ ontract ? 

Mr. Buriey. Mr. Cowen, | go back to iy words “spirit of the agree- 
ment.” 

Mr. Cowen. Yes, sir 

Mr. Burry. If, in the spirit of the agreement, when he made that 
sale he did not know the shipment was going into an area covered by 
an agreement he had with us, then I could not accuse him of bei ing in 
violation of the contract; but, knowing the export trade as we do and 
the method in which export business is done, a device such as purchase 
f.o.b, plant would appear to be some unusual method of selling in the 
export trade and would appear to be some way of getting around a 
contractual agreement. 

I get back again to the fact that it is the spirit of the agreement 
that counts. 

If the shipper OPENERS violates the spirit of the agreement, then 
he has violated the contract: but, if he does not know that business is 
going to a market covered by contract, then I do not say that he is in 
violation of the contract. 

Mr. Cowen. To get back to the spirit of it, does not a man have a 
right to sell his product to whomsoever he desires wherever it might 
go? 

Mr. Burtey. We are not depriving him of his right to sell to any 
body or on any basis. All we are telling him is that we expect him to 
live up to his agreement with us and his agreement says all shipments 
and that means al] shipments. 

Mr. Cowen. No matter whether title passes at the factory door / 

Mr. Burtey. We are not concerned with title. It says all ship- 
ments. 

Mr. Cowen. In other words, your theory, then, sir, is that the en- 
tire production of a factory, if it travels in the channels of commerce, 
is covered by your conference agreement ¢ 

Mr. Buruey. If, in the spirit of the agreement, it is going to an 
area covered by that agreement when he makes his sale, yes, sir. 

He has the ability as the seller to know where it is going. 

Mr. Cowen. Well, agreed that he does, sir, do you ser iously feel that 
a man is limited as to whom he might sell if that purchaser might send 
it in the channels of commerce ? 

Mr. Burtey. He is not limited as to whom he might sell if the con- 
tract system works, because everybody would be in the same category. 

Mr. Cowen. Now, sir, you set out certain factors which you say 
your conference contract or agreement gives in return for a shipper 
shipping with you. Now, I believe you set it out on page 6. The 
first is a published tariff. By a published tariff, sir, do you mean 
the mere filing with macitime of your tariff? Is that your interpre- 
tation of published / 

Mr. Burtey. Well, the tariff that we file with the Federal Maritime 
Board and the tariff we make available to the public and the publi- 
cation used by our carriers is one and the same issue. 
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Mr. Cowen. I understand that, sir, but the mere fact of forwarding 
to the Federal Maritime Board theoretically is publishing the tariff. 
[s that what you say is one of the services you furnish your shippers ? 

Mr. Burtey. No, when I refer here to a published tariff, I am re- 
ferring to the fact that when we contract with the shipper we agree 
that we will let our rates be known and that we will provide a tariff 
that is open to the public and available to him and that everybody is 
aware of what our rates are; there are no secrets. That is different 
than what you ~~ call a filing with the Federal Maritime Board 
under docket: 128, we will say, because a docket 128 filing is not neces- 
sarily a tariff. 

Mr. Cowen. Do you send this tariff to your shippers? 

Mr. Burtry. We do upon their request to become a subscriber. 

Mr. Cowen. And for that subscription they pay you a nominal 
sum ? 

Mr. Burry. Yes, sir. 

Mr. CowENn. So that then you are compensated there for this so- 
called published tariff? 

Mr. Burvey. Well, nominally compensated. The only purpose for 
making any charge at all is that we do not want to put ourselves in 
the position of havi ing to provide free tariffs because that would be a 
terrific expense, but we make no attempt to recover any material] 
portion of our cost. 

Mr. Cowen. So that that would remove number one from one of 
the duties which you perform for the shipper, would it not, since the 
shipper is paying for the tariff? 

Mr. Bur.ey. No, it does not remove it at all. 

Mr. Cowen. All right. 

Now, No. 2 is rates guaranteed to be lower than rates offered by 
the conference lines to any shipper who does not sign a contract, or, 
having signed one, thereafter fails to live up to it; so that if he ships 
with you he is granted your lower rate ? 

Mr. Burry. Yes, sir; as long as he adheres to his contract. 

Mr. Cowen. And if you leave his goods sitting on the dockside, he 
still is shipping with you because you do.not cuarantee him space? 

Mr. Buriey. Lf that carrier does that more than once he is not 
liable to get the business the second time. 

Mr. Cowen. If he has a contract with your conference, how can he 
get out? 

Mr. Burtry. He has a choice of carriers in the conference. 

Mr. Cowen. Yes, sir; but does your conference compensate the 
shipper in any manner ? 

Mr. Buruey- This is a rate contract not a space contract. 

After he accomplishes the contract he is free, according to the terms 
of the contract, to book space with any of the carriers parties to the 
contract, and then they have an obligation with him to lift the cargo. 

If they shortship, that is the responsibility between the signatory 
and the carrier. 

Mr. Cowen That obligation, sir, is the obligation of any common 
carrier, is it not? 

Mr. Burury. Yes, but that is not the obligation that the conference 


attempts to assume. That is beyond the scope of our conference 
activities. 
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Mr. Cowen. Still, to get back to the point, you do not as a confer- 
ence nor do any of your member lines agree to carry one pound of 
his produce? 

Mr. Burtey. No, we cannot do it as a conference. Our conference 
can only handle rates. We have not anything to do with space. 

Mr. Cowen. And that conference signatory is given an immediate 
benefit of every rate reduction ? 

Mr. Buritey. That is correct. 

Mr. Cowen. Is not that granted to every person who ships with 
you? 

' Mr. Burtey. It would not be granted necessarily to a party that did 
not sign a contract. 

Mr. Cowen. But he would be given the benefit of any reduction 
within the ambit that he was shipping in, would he not ? 

Mr. Burtry. We would not. be required to legally. A noncontract 
shipper, we have no legal obligation to him beyond that particular 
shipment that we might have with him. 

Mr. Cowen. That is correct, but you file a tariff ? 

Mr. Burtey. We consider that we have an obligation to the con- 
tract shipper. 

Mr. Cowen. The only obligation you might have is that if he ships 
he gets that lower rate? 

Mr. Burtry. No, we have all the obligations that I have listed on 
page 6 of my statement. 

Mr. Cowen. What I am trying to find out, sir, is exactly what these 
six obligations which you say that the conference has and does for the 
shipper ‘do? Just what in effect do they do? 

Mr. Burtry. We have 6,000 contract signatories in our conference. 
Those people know that we will not raise one single freight rate in 
the six outbound conferences that I am referring without giving them 
” months’ advance notice of an increase in rates. If that is not offer- 
ing something of value, I do not know what it is. 

Mr. Cowen. How much in advance of any increase do you have to 
file this with the Federal Maritime Board ? 

Mr. Buriey. None. There is no requirement. The only tariff fil- 
ing requirement with the Maritime Board is under Docket 128 that 
you must file within 30 days after the shipment is loaded. 

Mr. Cowen. So that you give them the 60 days’ advance notice? 

Mr. Burry. You bet we do, and, as I pointed out in my testimony, 
in that 60 days the opportunity is provided for negotiation if there is 
disagreement as to the amount of the increase. That is extremely 
valuable. 

Mr. Cowen. Now, sir, the fifth one is— 

In every case, the same rate that every other contract shipper of the same 
commodity will receive at the same time. 

Now, theoretically that is correct in that all signatories receive the 
same ¢ 

Mr. Burtey. That is right. There is no discrimination between the 
contract shippers. 

. Mr. Cowen. How about the two instances I just read to you from 
the two contracts, one serving the east coast and one the west coast / 
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Mr. Burtey. I am not the chairman of that conference so I cannot 
take responsibility for the Association of West Coast Steamship 
C ompanies. 

Mr. Cowen. You are secretar 

Mr. Buriey. I am secretary of the San Francisco committee but 1 
have nothing to do with their ratemaking policies. ‘They have no 
chairman actually, At Cristobal they have a secretar Y They have 
no real presiding oflicer, That is the Association of West Coast 
Ste: tmship Companies. 

Mr. Cowen. Who would be the titular head of that, then 4 

Mr. Buriey. There is a secretary at Cristobal, Mr. Cowen. I have 
his cable address. I think it varies from period to period. 

Mr. Cowen. On your Camexco Freight Conference on the commod- 
ity green coffee, what is the rate on that, if you know, sir? 

Mr. Burry. I believe it is $27 for 2,000 pounds, the contract rate. 

Mr. Cowen. All right, sir. Now in the Caribbean Pacific North 
bound Conference, what is the rate on green coffee, sir? 

Mr. Buriey. Caribbean Pacific Northbound is a noncontract and I 
lieve our coffee rate is $32 for 2,000 pounds. 

Mr. Cowen. On the Colpac Freight Conference for green coffee, 
what is the rate on that, sir? 

Mr. Burtey. I have to guess a little bit. Here it is. It is $28. 
Colpae is $28. 

Mr. Cowen. I believe that during the questioning here, you stated 
that one ship may serve four conferences. How was that, if you recall 
that? 

Mr. Buritey. Yes. I stated, Mr. Cowen, that a vessel in its normal 
voyage from the Pacific Coast may well service four areas which 
would be four conferences. In other words, it could leave here via 
Mexico, Central America, Panama Canal to the west coast of South 
America. ‘Therefore, those are four conferences southbound. 

Then emptying on the west coast of South America, it could return 
from the west coast of South America, North Pacific Conference, 
out of Chile and Peru. It could go to Buenaventura for coffee and be 
in the Association of West Coast Steamship Companies. Then they 
could stop in at the Panama Canal for some frozen fish and be in the 
Canal Central America Northbound Conference and go up to Central 
America and Mexico and pick up coffee and be in Camexco Freight 
Conference and when they pick up coffee in Mexico they might pick 
up some other commodity in the Pacific Coast Mexico Conference and 
actually be in five conferences coming back. 

Mr. Cowen. Would every one of the four or five conferences have 
the same rate on a specific product ? 

Mr. Buriey. No, the rates are not the same conference for con- 
ference. 

Mr. Cowen. Would they have the same rate on coffee, for instance? 

Mr. Burrery. Well, as I described in giving you the rates on coffee, 
they are different as between different. conferences at the present time. 

Mr. Cowen. What. is the distinction between the rates, sir? 

Mr. Buriey. Well, the distinction between the rates is the condi- 
tions in the particular areas. The $27 rate I mentioned from Central 
America is the result of a rate that had been $24 and that had been 
$22 and had been $20. It is a relatively close area to the Pacific 
Coast. It is closer mileagewise than some of the other areas. 
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As we get farther south we have additional steaming time and the 
rates progress. 

Mr. Cowen. Well, under that, sir, you could have a load of green 
cotfee, the self-same product, traveling at three distinct rates within 
the same ship ¢ 

Mr. Buriey. Yes, sir, we could. 

Mr. Cowen. Actually to the same consignee / 

Mr. Buruey. Yes, sir. It is just like you have rates in a trans- 
continental rail tariff. You have freight cars on a train from three 
different rate origins carrying three different rates to San Francisco. 

Mr. Cowen. So that, your pomt No. 5, again on page 6, “In every 
case, the same rate that every other contract shipper of the same com- 
modity will receive at the same time” 

Mr. Burtey. Conference for conference. 

Mr. Cowen. If the two signatories are within this same geographi- 
cal area that would hold true ¢ 

Mr. Burtry. Yes, the remarks that I made applied to a contract. 
They apply to all contracts in the Camexco Conference. They would 
then apply to all contracts in the ¢ olpac Conference but I do not in- 

» => tend that they apply similarly to Colpac and Camexco. Do I make 
; myself clear? 

Mr. Cowen. Yes, sir. 

That is all, Mr. Chairman. 

Mr. Zincke. I have no questions, sir. 

Mr. Garmarz. Thank you very much, Mr. Burley. 

Mr. Burtry. Thank you very much, gentlemen. 

Mr. Garmatrz. Is Mr. McArt here / 

We will recess until tomorrow morning at 9:30. 

(Whereupon, at 5 p.m., the hearing was adjourned until 9:30 a.m., 
Wednesday, June 10, 1959.) 
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WEDNESDAY, JUNE 10, 1959 


HouskE or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MercHANT MARINE AND FISHERIES 
San Francisco, Calif. 
The subcommittee met at 9:30 a.m., pursuant to adjournment, in the 
hearing room, California Toll Bridge Authority Building, San Fran- 
cisco, Calif., Hon. Edward A. Garmatz presiding. 
Present : Representatives Garmatz, Downing, Casey, Johnson, Tol- 
lefson, and Mailliard. 
Present also: Representative Miller. 
Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel. 
Mr. Garmatz. The meeting will come to order. 
The first witness this morning is Mr. John F. MeArt, chairman 
of the Pacific Coast European Conference. 


STATEMENT OF JOHN F. McART, CHAIRMAN, PACIFIC COAST 
EUROPEAN CONFERENCE, SAN FRANCISCO, CALIF. 


Mr. McArr. Thank you, Mr. Garmatz. I have a statement, Mr. 
Chairman, which I would like to read for the record. 

My name is John F. McArt and I am chairman of the Pacific Coast 
European Conference, 16 California Street, San Francisco, an asso- 
ciation of 24 steamship lines, plus 1 affiliated line, which serve the 
trade from Pacific coast ports of the United States to ports in the 
Umited Kingdom of Great Britain and Northern Ireland, Ireland, 
the Scandinavian Peninsula, continental Europe, including ports on 
and in the Baltic and Mediterranean Seas, as well as the seas and 
waters bordering thereon, French Morocco and the Atlantic islands 
of the Azores, Madeira, Canary, and Cape Verdes, and by transship- 
ment at the aforementioned ports to ports in West, South, and East 
Africa. A membership list is attached to this statement, and, if it 
is agreeable to the committee, I should like to submit as exhibits for 
the record our shippers rate agreement and the conference agreement. 

Mr. Garmatz. Without objection, that may be done. 
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(The exhibits referred to follow :) 
Pactric COAST EUROPEAN CONFERENCE 
CONFERENCE AGREEMENT 
(Federal Maritime Board Agreement No, 5200) 


Entered into at San Francisco, Calif., March 4, 1936. Approved under section 15 
U.S. Shipping Act, 1916, May 26, 1937, as amended to April 13, 1959 


Superseding conference agreements No, 75, dated January 29, 1926, approved 


March 9, 1926, and No. 176, dated March 22, 1932, approved May 11, 1932 


CONFERENCE MEMBERSHIP AS Ol MAY 4, 195! 


Anglo Canadian Shipping Co., Ltd. 
Blue Star Line 
Blue Star Line, Ltd. 
Canadian Transport Co., Ltd. 
De Vries Pazifik Linie 
Schiffahrtsgeselischaft De Vries & 
Co., m.b.H. 
East Asiatic Line 
The East Asiatic Co., Ltd. (A/S 
Det Ostasiatiske Kompagni) 
French Line 
Compagnie Generale Transatlan- 
tique 
Fruit Express Line. 
Fruit Express Line A/S 
Furness Line 
Furness, Withy & Co., Ltd. 
Hamburg-American Line 
Hamburg-Amerika Linie 
Hanseatic-Vaasa-Line 
Hanseatische Reederei Emil Offen 
«& Co. 
Vaasan Laiva Oy 
(As one member only.) 
Holland-America Line 
N. V. Nederlandsch-Amerikaansche 
Stoomvaart Maatschappij 
Interocean Line 
Westfal-Larsen & Co. A/S 
Italian Line 
“Italia” Societa Per Azioni di Navi- 
gazione 


Italnavi Line 
Italnavi Societa di Navigazione px 
Azioni 
Johnson Line 
Rederiaktiebolaget Nordstjernan 
Knutsen Line 
Dampskibsaktieselskapet Jeanett: 
Skinner 
Skibsaktieselskapet Pacific 
Skibsiktieselskapet Marie Bakke 
Dampskibsaktieselska pet Golden 
Gate 
Dampskibsaktieselskapet Lisbeth 
Skibsaktieselskapet Ogeka 
Hvalfangstaktieselskapet Suderéy 
(As one member only.) 
Mitsui Line 
Mitsui Steamship Co., Ltd. 
North German Lloyd 
Norddeutscher Lloyd 
Fred. Olsen Line 
Fred. Olsen & Co, 
O.S.K. Line 
Osaka Shosen Kaisha, Ltd. 
Royal Mail Lines, Limited 
Seaboard Shipping Co., Ltd. 
States Marine Lines 
States Marine Corp. 
States Marine Corp. of Delaware 
(As one member only.) 
Western Canada Steamship Co., Ltd 


PACIFIC COAST EUROPEAN CONFERENCE AGREEMENT 


This agreement entered into at San 


undersigned on the 4th day of March 193 


Francisco, Calif., by and between the 


6. 


Witnesseth, That in consideration of the benefits, advantages, and privileges 
to be severally and collectively derived out of this agreement, the parties 
hereto, common carriers by water, subject to the U.S. Shipping Act of 1916, 





hereby associate themselves in a conference to be known as Pacific Coast Euro- 
pean Conference, tv promote commerce for the common good of shippers and 
carriers from ports on the Pacific coast of the United States to ports in the 
United Kingdom of Great Britain and Northern Ireland, Ireland, the Seandina- 
vian Peninsula, continental Europe, including ports on and in the Baltie and 
Mediterranean Seas, as well as the seas bordering thereon, and French Morocco 
and to the Atlantic islands of the Azores, Madeira, Canary, and Cape Verdes, 
and by transshipment at the aforementioned ports to ports in west, south, and 
east Africa, by providing just and economical cooperation among the carriers: 
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neruting in such trades, and to accomplish this, they hereby severally agree 
with each other as follows: 

“Witness” article was modified by agreement 5200-16, approved Apr. 13, 1959.) 

1. This agreement covers the establishment, regulation, and maintenance of 
iwreed rates and charges for or in connection with the transportation of all 
cargo in vessels owned, controlled, chartered, and/or operated by the parties 
hereto in the trade covered by this agreement, and brokerage, tariffs, and other 
matters directly relating thereto, members being bound to the maintenance as 
hetween themselves of uniform freight rates and practices as agreed upon from 
time to time. 

2. No party hereto shall engage, directly or indirectly, in the aforementioned 
transportation under terms, conditions, and/or rates different from those agreed 
upon by and between the members hereto, but nothing in this clause or clause 1 
shall preclude members from fixing any of their vessels for full cargoes of grain 

nd/or lumber at the equivalent of current open market charter rates: Provided, 
That nothing contained herein shall relieve the members from compliance with 
the provisions of the U.S. Shipping Act of 1916, as amended. 

Vonconference line representation.—No member of the conference shall repre- 
sent, nor allow their agents at loading ports to represent, any vessel in the trade 
covered by this agreement other than those operated for account of a member, 
except as husbanding agents, or as agents for vessels loading full cargoes of 
grain and/or lumber, or as may be agreed by unanimous vote of the conference. 

The parties hereto may declare rates on specified commodities to be “open,” 
and may thereafter declare the rates on such commodities, or any of them to be 
‘closed.’ In the event that the rates on any commodities shall be declared 
“open,” the conference shall so indicate in its tariff and shall designate the 
extent to which it shall have relinquished control over the booking and trans- 
portation thereof. 

(Art. 2 was modified by agreement 5200-10, approved May 17, 1949, and agree- 
ment 5200-15, approved Apr. 5, 1956). 

3. All freight and other charges for, or in connection with, such transportation 
shall be charged and collecteed by the parties hereto, based on actual gross 
weight or measurement of the cargo or per package according to tariff, and 
strictly in accordance with the rates, charges, classifications, rules, and/or 
regulations adopted by the parties. There shall be no undue preference or dis- 
idvantages, nor unjust nor unreasonable discrimination, or unfair practices 
against any consignor or consignee by any of the parties hereto. 

Each of the parties hereto agrees that neither it nor its principals nor asso- 
ciated nor affiliated companies of any of them shall give or promise, either di 
rectly or indirectly, to any shipper or consignee or broker, or prospective shipper 
or consignee or broker, or to any officer, employee, agent, or representative of any 
such shipper, or consignee, or broker, or prospective shipper, or consignee, or 
broker, or to any member of the family of any of the aforesaid, in any manner, 
any return, commission, compensation, concession, free or reduced storage, free 
or reduced passenger rates, any bribe, gratuity, gift of substantial value or other 
payment or remuneration through any device whatsoever, or render to any of 
the foregoing any service outside or beyond that called for in the contracts of 
affreightment or tariffs. 

Note.—F ree or reduced ocean passages. Personal grounds: Principals of meim- 
ber companies may grant free or reduced rate passages on personal grounds, 
hut in no instance shall free or reduced rate passages be granted in conflict with 
the above or in violation of section 16 of the Shipping Act, 1916. 

The parties hereto and each of them further agree that they shall not enter 
into any agreement of any nature, with any party or parties, which would in any 
way affect the integrity of this agreement, or any agreements, rates, rules, or 
regulations made pursuant hereto. 

4. Maintenance of service—Each member of the conference shall maintain a 
regular service by providing sailings spaced not more than 3 months apart, 
computed from the date on which a vessel sails from its last port of loading to 
and including the date on which the following vessel commences to load at its 
first port of loading. 

Computations under the preceding paragraph shall commence January 1, 1952, 
with respect to members of the conference on that date; they shall commence 
with the first day of the month following the date of admission or readmission to 
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conference membership with respect to lines accepted for membership after 
January 1, 1952. 

Except as hereinafter provided, any member failing to make a sailing within 
any period of 3 consecutive months shall be denied the right to vote, except on 
changes in this agreement, until service is resumed and shall pay to the confer- 
ence the sum of $2,000 for each such period in which no sailing is made. Pay- 
ment of sums due hereunder shall be made within 30 days after written demand 
is made therefor and any member failing to make such payment shall be and 
become liable to civil action. 

No payment shall be demanded of any member nor voting rights denied for 
failure to maintain service by spacing sailings as provided herein if such failure 
is caused by an act of war; act of government; strike, lockout, or other labor 
disturbance; or force majeure. Furthermore, a member having no sailings for 
four consecutive 3-month periods, ie, a year, shall be considered as having 
suspended its service. Until service is resumed by any such member, it shall be 
denied the right to vote on changes in this agreement, as well as other matters 
within the scope of this agreement, but shall not be liable for payment under 
the preceding paragraph of this article. 

In the event any member should resign or shall have heretofore resigned from 
the conference as a former member and thereafter seeks readmission, it shall 
not be readmitted, nor shall any subsidiary or affiliated company be admitted, 
save and except upon payment to the conference of the sum of $12,500, except 
when readmitted after 3 years from the effective date of such resignation, be- 
coming effective after the approval hereof. In the case of a member having 
been expelled from the conference, heretofore or hereafter, neither it nor its 
subsidiary, affiliate, or successor shall be readmitted without payment of the 
aforesaid sum. Any amounts due the conference arising out of prior member 
ship and which are unpaid at the time readmission or admission is sought, shall 
be paid in full in addition to the aforesaid sum. 

Notice of loss or restoration of voting rights shall be furnished promptly to 
the governmental agency charged with the administration of section 15 of the 
U.S. Shipping Act, 1916, as amended. 

For the purpose of this agreement, the following definitions shall govern: 

(a) A sailing shall be deemed to have been made as of the date a vessel 
departs from its last port of call on the Pacific coast of the United States or 
Canada on a voyage to any port of discharge covered by this agreement. 

(b) Resumption of service shall be deemed to have been made as of the date 
a vessel commences to load at its first port of call on the Pacific coast of the 
United States or Canada on a voyage to any port of discharge covered by this 
agreement. 

Nore.—For the purpose of this article only, two or more members operating 
a joint service shall be considered as one member. (Art. 4 was modified by 
agreement No. 5200-9, approved Mar. 22, 1949, and agreement No. 5200-13, 
approved July 3, 1952. 

5. The affairs of the conference shall be conducted by a chairman who shall 
be appointed by the conference to act for it in all matters in accordance with 
the authority granted him by the members from time to time. 

6. Members of the conference hereby organized shall abide and the conference 
shall be governed by the rules and regulations from time to time made by the 
said conference, which shall include, among other things, provisions in respect 
to meetings, both regular and special, payment of expenses incurred in the main- 
tenance of the conference, and such other matters as, in the opinion of the 
members of the conference, are necessary or desirable to further the ends of 
the conference as set forth herein. 

7. Voting privileges —Each member entitled to vote shall have one vote which 
shall be cast by an accredited representative. (Art. 7 was modified by agree- 
ment No. 5200-13, approved July 3, 1952.) 

8. Decisions.—Decisions at duly called meetings are to be made by a three- 
fourths vote of members present and entitled to vote; otherwise, they are to be 
made by three-fourths vote of all members entitled to vote. Changes in this 
agreement, however, shall be made only by unanimous vote of all members en- 
titled to vote. (Art. 8 was modified by agreement No. 5200-8, approved Mar. 5, 
1948; by agreement No. 5200-13, approved July 3, 1952; and by agreement No. 
5200-14, approved Oct. 17, 1955.) 

9. Quorum.—Three-fourths of the members entitled to vote shall constitute a 
quorum at all meetings. (Art. 9 was modified by agreement No. 5200-8, ap- 
proved Mar. 5, 1948; and by agreement No. 5200-13, approved July 3, 1952. 
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10. Membership.—Any person, firm or corporation regularly operating, or 
giving substantial and reliable evidence of intention to operate regularly, as a 
common carrier by water in the trade covered by this agreement may become 
2 member of the conference upon the agreement of the parties as provided in 
article 8 and by affixing his, their or its signature hereto, or to a counterpart 
hereof. No eligible applicant shall be denied membership except for just and 
reasonable cause and no membership shall become effective until notice thereof 
has been sent to the governmental agency charged with the administration of 
section 15 of the U.S. Shipping Act, 1916, as amended. (Art. 10 was modified 
by agreement No. 5200-4, approved July 16, 1946; by agreement No. 5200-8, 
approved Mar. 5, 1948; by agreement No. 5200-13, approved July 3, 1952; and 
by agreement No. 5200-14, approved Oct. 17, 1955.) 

11. Each person, firm, or corporation, exclusive of present membership or as- 
sociate membership, shall, at the time of admission, deposit with the conference, 
the sum of $1,000 as an admission fee, no part of which shall be returnable to 
the said member, save and except on the complete dissolution of the confer- 
ence, in which event the said sum, and all other sums of money then remaining 
in the hands of the conference after the payment of all disbursements, shall 
be divided equally amongst those firms who are members of the conference at 
the time of such dissolution. (Art. 11 was modified by agreement No. 5200-10, 
approved May 17, 1949.) 

12. Any party a member of this conference may withdraw therefrom by giving 
30 days notice in writing of such intention to the conference chairman, who 
shall immediately upon receipt thereof, mail a copy of the same to the U.S. 
Maritime Commission, Washington, D.C. advising in writing the line with- 
drawing the date of such mailing, and no such withdrawal shall be effective 
unless and until notice of such withdrawal shall have been mailed to the said 
Commission, Washington, D.C. 

13. In the event of resignation from this conference, the resigning member 
shall, during the period of 30 days from the date of letter of resignation to 
effective date of resignation, abide faithfully by all terms of the agreement of 
this conference, and rates, rules, and regulations adopted in connection there- 
with. A resigning member shall not, during said 30-day period, have any vote 
on any rate, rule, regulation or other matter, which is not to become effective 
until after the effective date of its resignation. 

14. Agreements—Other carriers or persons.—Any carrier becoming a member 
of this conference shall thereby become a party to, and any carrier withdrawing 
from conferétrce membership shall thereby cease to be a party to, any agreements 
between the member lines of the conference (jointly entered into by said mem- 
ber lines in their capacity as conference members), and any other carrier or 
other person subject to the Shipping Act, 1916, as amended, provided said agree- 
ments are filed and approved pursuant to the provisions of said act and contain 
specific provisions for such admission to or withdrawal from participation 
therein. (Art. 14 added by agreement 5200-17, approved April 13, 1959). 

15. Breach of agreement.—Except as otherwise provided in article 4, liqui- 
dated damages for nonobservance of this agreement, or of any of the rules, 
regulations or tariffs of the conference, shall be not less than $500 nor more 
than $10,000. If in the opinion of the conference members failure to observe 
the conference agreement or conference rules, regulations or tariffs, in a par- 
ticular case, or cumulatively, jeopardizes the accomplishment of the basic pur- 
poses of this agreement, the offending party may be expelled from the confer- 
ence. The determination as to nonobservance of this agreement, or of any rule, 
regulation or tariff of the conference and whether the offending party shall pay 
liquidated damages or be expelled from the conference shall be by agreement of 
the parties as provided in article 8. Should an offending party fail to pay liqui- 
dated damages assessed hereunder to the conference within 5 days after written 
demand therefor, the said party shall be and become liable to civil action. In no 
case shall the party complained against cast any vote on the matter under con- 
sideration. No expulsion shall become effective until and unless notice thereof 
with a detailed statement of the reason or reasons therefor and the record vote 
of the member lines thereon shall have been mailed to the governmental agency 
charged with the administration of section 15 of the U.S. Shipping Act, 1916, as 
amended. (Art. 15 modified by agreement 5200-8, approved Mar. 5, 1948: 
agreement 5200-12, approved Nov. 19, 1952; and agreement 5200-14, approved 
Oct. 17, 1955). 

16. Copies of minutes of all meetings, rates, charges, classifications, rules 
and/or regulations and additions and amendments thereto, and changes therein 
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adopted pursuant to the provisions of this agreement, shall be sent to the | 
Maritime Commission, Washington, D.C. 

17. This agreement is subject to approval by the U.S. Maritime Commission 
in accordance with the provisions of section 15 of the Shipping Act, 1916, as 
amended, and shall not become valid and binding upon the parties hereto until 
such approval has been given. 

18. This agreement may be executed in several parts, all of which said parts 
shall be duplicates and shall be and become effective as one instrument. 

19. Any modification or cancellation of this agreement or any part hereof 
shall not be valid or binding upon the parties hereto unless and until it shall have 
been filed with and approved by the U.S. Maritime Commission in accordance 
with the provisions of section 15 of the Shipping Act, 1916, as amended. 

In witness whereof, the parties hereto have caused this agreement to be signed 
by their duly authorized officers as of the day and date set forth above. 

3lue Star Line, Ltd., The Blue Star Line, Inc., (signed) EK. A. Gilbert; 
Compagnie Generale Transatlantique (French line), (signed) C. 
Macqueron: The Donaldson Line Ltd., Balfour, Guthrie & Co., 
Ltd., agents, (signed) L. P. Bailey; A/S Det Ostasiatiske Kom 
pagni (The East Asiatic Co., Ltd.), The East Asiatie Co., Inc., 
(signed) C. Jensen; Fred. Olsen & Co. (Fred. Olsen Line), Fred. 
Olsen Line Agency, Ltd., (signed) F. W. Kutter; Fruit Express 
Line A/S by International Pacific Coast Corp., general Pacific 
Coast agents by (signed) J. A. Smith, president; Norddeutscher 
Lloyd (North German Lloyd), North Pacific service, (signed) P 
Nolze; N. V. Nederlandsch-Amerikaansche Stoomvart-Maatschap- 
pij (Holland-America Line) (North Pacific Coast Line), (signed) 
EK. F. R. de Lanoy; Reardon Smith Line, Ltd., (signed) P. M. 
Holway; Furness Withy & Co., Ltd. (Furness Line), Furness 
(Pacific) Ltd., (signed) J. J. Walsh: Hamburg-Amerikanische 
Packetfahrt Actien-Gesellschaft (Hamburg-American Line), Sud- 
den & Christenson, Pacific coast general agents, (signed) Robt. §S. 
Norton; Knut Knutsen, O.A.S. (Knutsen Line), Interocean S8.S 
Corp., general agents, (signed) E. Krag; J. Lauritzen (Lauritzen 
Line), (signed) D. R. Girdwood, Girdwood Shipping Co., Pacific 
coast general agents; Navigazione Libera Triestina, S.A. (Libera 
Line), General SS Corp., Ltd., as agents, by (signed) R. V. 
Winquist, assistant to president ; Rederiaktiebolaget Nordstjernan 
(Johnson Line) by (signed) F. L. Doelker, Pacific coast manager, 
Grace Line, agents; Royal Mail Lines, Ltd. (North Pacific Coast 
Line), (signed) Jno. Allsop; Westfal-Larsen & Co. A/S (Inter- 
ocean Line), Interocean SS Corp., general agents, (signed) E 
Krag. 

Witnesseth: All the foregoing signatures. 
(Signed) Geo. J. YATER, Chairman. 


Pactric Coast EvrorpEAN CONFERENCE 
SHIPPERS’ RATE AGREEMENT 


This Agreement, made as of the day and date set forth below, by and between 
the SHIPPER named below and the several steamship lines named on the re- 
verse side hereof, hereinafter called the CARRIERS. 

Witnesseth : 

1. In consideration of the mutual covenants herein contained and the con- 
tract rates as shown in the applicable tariff of the Pacific Coast European Con- 
ference, herein after called the CONFERENCE, the Shipper agrees to offer or 
cause to be offered for transportation on vessels of the Carriers from Pacifi: 
Coast ports of the United States and Canada to ports of call in Great Britain 
Northern Ireland, Ireland, Continental Europe, Scandinavia, and French Mo 
rocco and on the Mediterranean Sea and other seas bordering thereon (except 
the Black Sea) all of its shipments by water on which said contract rates are 
applicable. The contract rates, and the rules, regulations and conditions ap- 
plicable thereto, as shown in the applicable Conference tariff, shall govern to the 
ports of destination as set forth in said tariff. 

This Agreement covers all export shipments of the Shipper (excluding shir 
ments via Intercoastal vessels), to aforesaid countries moving via any Pacific 
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Coast port of the United States or Canada. All such shipments shall be tendered 
to the Carriers for their vessels which may load at any Pacific Coast port of 
the United States or Canada and are scheduled to sail to any ports of call in the 
aforesaid countries. Failure to so tender any such shipments to the Carriers or 
shipment of them by vessels other than those of the Carriers shall constitute a 
violation of this Agreement. In agreeing to so confine the carriage of its (their) 
shipments to the vessels of the Carriers the Shipper hereby promises and de 
clares it is the intent and purpose to do so without evasion or subterfuge either 
directly or indirectly by any means, including the use of intermediaries or 
subsidiaries. 

v. If, at any time, the Shipper shall make any shipment or shipments in vio- 
lation of any provision of this Agreement, the Shipper shall pay liquidated 
damages to the Conference in lieu of actual damages which would be difficult 
or impracticable to determine. Such liquidated damages shall be paid in the 
amount of freight which the Shipper would have paid had such shipment or 
shipments moved via a Conference Carrier computed at the contract rate or 
rates currently in effect. Failure of the Shipper to pay liquidated damages 
within thirty (80) days after the receipt of notice from the Conference that such 
liquidated damages are due and payable shall be cause for the Conference to 
terminate the Shipper’s right to the contract rates until the Shipper pays to the 
Conference the amount due. In the event the Shipper violates this contract 
more than once in any period of twelve (12) months, the Conference may cancel 
this contract by serving written notice of such cancellation upon the Shipper and 
notifving the Federal Maritime Board of such action. If the contract is can- 
celled for violation thereof as provided herein, the Conference may refuse to 
enter into a new contract with the Shipper until any unpaid liquidated damages 
due to the Conference have been paid in full. 

In order that the Conference may determine the existence or nonexistence of 
a violation hereof, the Shipper shall, upon request, furnish to the Conference 
full and complete information with respect to any shipment or shipments made 
by such Shipper in the trade covered by this Agreement. 

3. This is a rate agreement and is not and shall not be construed to be 2 
space agreement. Space agreements may be entered into as hereinafter pro- 
vided with the Carriers, parties hereto. The Carriers, parties hereto, shall not 
be jointly and/or severally or at all liable for the defaults or actions of one 
another. 

4. The Carriers severally agree to furnish from time to time, when requested, 
at the applicable contract rates and subject to the conditions hereafter stated, 
space for the aforesaid shipments of the shipper to the discharging ports of the 
Carrier(s), provided that such space is available when the Shipper makes ap- 
plication therefor. In the event that none of the Carriers is able to furnish 
reasonably prompt space for specific shipments when requested by the Shipper, 
the latter will be free to forward such shipments by any vessel other than those 
of the Carriers without violating this Agreement, provided that the Shipper 
first notifies the Conference at San Francisco in writing of its (their) inability 
to obtain space required, and allows the Conference forty-eight hours after re- 
ceipt of such notice to confirm that the space is not available. 

». Arrangements for the actual carriage of the shipments covered by this 
Agreement is to be individual with the Carrier specially agreeing to transport 
the same and not with the Carriers generally. 

6. The Shipper shall have the option of selecting any of the vessels operated 
by the several Carriers, subject to specific agreement between the transporting 
Carrier and the Shipper as to quantity to be shipped on the carrying vessel, port 
or ports of loading and discharge and as to all other matters affecting the 
transportation proper. This Agreement, and any shipments made pursuant 
hereto, are subject to all the terms, conditions and exceptions expressed in the 
space booking contracts, permits, dock receipts, mate’s receipts and regular form 
of bill of lading of the transportaing Carrier in use at the time of the shipment, 
and to all of the rates, rutes and regulations of the applicable Conference tariff. 

7. Any line hereafter engaged in the trade covered hereby and which becomes 
a member of the Conference shall thereby and without further action on Ship- 
per’s or the line’s part become party to this Agreement, and the Shipper shall 
have the right to request shipping space of such line in accordance with all of 
the terms and conditions of this Agreement. Should any line or lines for any 
reason cease to be member(s) of the Conference, then following the expiration 
of thirty (30) days written notice of such cessation of membership given by 
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the Conference to the Shipper, all future rights under this ugreement of suc] 
line or lines and of the Shipper as to any such line or lines, shall cease and 
terminate; and if resulting from any line or lines ceasing to be members of the 
Conference there is diminution of service by the remaining member lines of the 
Conference to the extent that the service existing at uny given time as 
diminished is insufficient to care for the business of the Shipper as it existed » 
the time of the signing of this Agreement, then and in that event the said 
Shipper shall have the right of cancellation of this Agreement on thirty (30) 
days written notice given to the Conference. 





l 
¢ 
i 


S. For the purpose of giving Shipper notices of changes in rates, the Shippe: 
shall furnish the Conference a list of commodities in which the Shipper is inte: 
ested, and if requested, the Shipper shall thereafter receive notice of change « 
rates applicable to said commodities. 

The contract rates of freight named in the applicable Conference tariff ari 
subject to being increased from time to time by the Carriers giving to the inte 
ested Shipper (as provided herein) written notice thereof not less than sixt 
days in advance of the effective date of the proposed increase. The increase 
shall be conclusively deemed accepted by the Shipper unless it notifies the Ca 
riers in writing to the contrary within thirty (30) davs after the mailing of 
said notice. In the event of nonacceptance of the preposed increase by the Ship 
per within said thirty (30) days, the Shipper or Carriers, within not less than 
fifteen (15) days prior to the effective date of the in reuse, may cancel this 
Agreement by giving written notice to the other, such cance llation to be effectiy 

i 


as of the effective date of the proposed increase. subject, nevertheless, to Car 
rier’s option to continue this Agreement in effect as to all Shippers of the pa 
ticular commodity or commodities affected by the proposed increase under thi 
rates in effect when notice of inerease was given. provided notice of exerci 
of such option is given within not less than ten (10) d iys prior to the effectiv 
late of the increase 

In the event of war, hostilities, warlike operations. elibargoes, blockade 


l 


esulations of any government authority, or anv official interferences with cor 


f al intercourse arising from war, hostilities or warliice operations, or othe: 
lajor contingencies beyond the Carriers’ control. affecting the operations of an 
of the Carriers in the trade covered by this \greement, the Carriers, parties 
hereto, or any of them, at their option, m ty cancel this Agreement upon fifteer 


ny of them, or may 


») days written notice given hy them to the Shippers, « 


inerease any rate or rates applicable hereunder upon similar notice in order 


meet abnormal and extraordinary increases in operating costs due to such con 
ditions Unless the Shipper within ten (10) days of receipt of notice of the 
rate increase pursuant to this paragraph notifies the Conference in writing that 


it refuses to be bound bv such action of the Conference, then suc h action sha! 
be deemed accepted. Otherwise the Shipper shall be entitled to cancellation of 
this Agreement by notice to the Conference at any time prior to the expiration of 


é 
the fifteen (15) day period referred to in this paragraph. 











%. Additional commodities y be placed on a contract rate basis from time 
lL any commodities may be withdrawn by the Car 


riers from time to time to meet nonconference competition or other conditions 





to time. The contract rate o1 


which make it expedient. In either case. the time and manner of giving notice 
of such addition or withdrawal, and of acceptance or nonacceptance, and the 
respective options of the Shipper and Carriers, shall govern in accordance w ith 
the provisions of Article &. 

10. Should the Carriers during the period of this Agreement reduce rates on 
any commodity on which contract rates are applicable, the Shipper shall he 
given the full benefit of such reduced rates during the period same remains in 
effect. 

11. In case of dispute, the Shipper and the Carrier(s) each agree to submit 
the matter under dispute to arbitration. each appointing an arbitrator and the 
two so chosen shall select an umpire te which Arbitration Committee all data 
requested in connection with the matter in dispute shall be made available. De- 
cision of two or more members of the said Committee shall be binding on the 
parties and the arbitration shall be made under and pursuant to the terms and 
conditions of the United States Arbitration Act, being the Act of February 12, 
1925, all of which terms and conditions shall] he binding upon the parties hereto. 

12. Unless earlier terminated as herein provided, this Agreement shall remain 
in effect indefinitely, provided, however, it may be cancelled by either party giv- 
ing to the other sixty days’ written notice of intention to terminate the same 
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13. Shipper’s indication of approximate annual tonnage to be moved here- 


oO. 


ndor* MEAs nic eins en WANING nctnceceme 

Shipper (Show full Corporate, Company or (Street Address) 

GURCRN RO a ee 
(City, Postal Zone, and State) 

BY .icdncdcmnane cake aeee eae 5 FOR and on behalf of the CAR- 
(Signature of C ompany Official and Title) RIERS shown on reverse hereof: 
Dated as of By bake, ama ete: 

J. F. MeArt, Chi iirman, - Pacific Coast 
ae ee et oe Sn oe ee European Conference 


CARRIERS 


\imerican President Lines {talnavi Line 
\merican President Lines, Ltd. Italnavi Societa di Navigazione per 
Lnglo Canadian Shipping Co., Ltd. Azioni 
Blue Star Line Johnson Line 
Bine Star Line, Ltd. Rederiaktiebolaget Nordstjernan 
Canadian Transport Co., Ltd. Knutsen Line 
Hast Asiatic Line Dampskibsaktieselskapet Jeanette 
The East Asiatic Co., Ltd. (A/S Skinner 
Det Ost asiatiske Kompagni ) Skibs wiktiesels kapet Pacific 
French line Skibsakties« Iskapet Marie Bakke 
Compagnie Generale Transatlan- Dai eaiibenkise selskapet Golden 
tique Gate 
Kruit Express Line Dampskibsaktieselskapet Lisbeth 
Fruit Express Line A/S Skibsaktieselskapet Ogeka 
Furness Line Hivalfangstaktieselskapet Suderéy 
Furness, Withy & Co., Ltd. As one member only.) 
Hamburg-American Line Mitsui Line 
Hamburg-Amerika Linie Mitsui Steamship Co., Ltd. 
seatic-Vaasa-Line North German Lloyd 
Hanseatische Reederei Emil Offen Norddeutscher Lloyd 
& Co. kred. Olsen Line 
Vaasan Laiva Oy Fred. Olsen & Co 
(AS one member only.) O. S. K. Line 
Holland-America Line Osaka Shosen Kaisha, Ltd. 
N.V. Nederlandsch-Amerikaansche Royal Mail Lines Ltd. 
Stoomvaart Maatschappij Seaboard Shipping Co., Ltd 
terocean Line States Marine Line 
Westfal-Larsen & Co. A/S States Marine Corp. 
ian Line States Marine Corp. of Delaware 
“Italia” Societa Per <Azioni di As one member only.) 
Navigazione Western Canada Steamship Co., Ltd. 


le Vries Pazifik Linie 
Schiffahrtsgesellschaft De Vries & 

Co., m.b.H. 

Mr. McArr. Prior to my appointment as chairman in a 
1947, I was employed from July 1919 through October 1941 in the 
operating, traffic, and regulation divisions of the Federal M: aritine 
Board’s predecessor agencies, namely, the Merchant Fleet Corp. of 
the Shipping Board, the Shipping Board Bureau of the Department 
of Commerce and the Maritime Commission. From October 1941 un- 
til January 1947, | was Director of Freight Rates for the War Ship- 
ping Administration. 

Many witnesses have already appeared before the members of this 
subcommittee to urge that some legislation be enacted before July 1, 
1960, which will permit conferences to employ some form of exclusive 
patronage tying arrangement with shippers in order to prevent non- 
conference operators in our export and import trades from destroying 
effective conference ratemaking by the use of cutrate competitive 
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practices. That is my primary purpose in appearing before the 
subcommittee. 

[ have already indicated that the conference covers the e xport trace 
of the Pacifie coast of the United States to all of Europe. The trade 
itself predates the completion of the Panama Canal in 1914 and some 
of the original lines are still in the trade _ are members of the 
conference. Even via the Panama Canal, it is a long voyage from 
this coast to Europe. Also, many of the aes ipal commodities ex 
ported from this coast are of suc h nature as to require fairly r: apid 
transit and a substantial number of specialized vessels of expensive 
design and construction. 

During the 12-year period in which I have been chairman, it has 
been my observation, generally speaking, that in periods of plentiful 
cargoes this trade is not attractive to sporadic nonconterence op 
ere ators. Presumably in such times, owners prefer to run their vessels 
in shorter, and therefore, more lucrative voyages. On the other hand 
in slack periods such as the present when overtonnaging is gene ral 
throughout the world, this trade becomes subject to nonconference 
competition just as much as any other trade. These are times when 
owners are seeking cargoes for their vessels wherever they can find 
them and apparently at rates just high enough to keep the vessels out 
of mothballs. Such competition would be ruinous in this trade if it 
were not controlled by the contract rate system which the conference 
maintains, 

The effects of rate cutting: The committee has been told by othe: 
witnesses that nonconference operators generally pursue the practice 
of underquoting conference rates by fixed percentages or amounts and 
by paying high brokerage fees to freight forwarders to induce them 
to exert such influence as they have to divert cargo from the regular 
lines. The same practices have been followed by nonconference op 
erators in the Pacific coast-Europe trade. Nonconference operators 
know and the conference lines know that such practices cannot be met 
by conference lines. The traffic is bound to be lost by the conference 
lines unless they open their rates and precipitate a violent rate war, 
or unless shippers are prevented from patronizing the outsiders. 

Because so many of the important agricultural and other com- 
modities carried in this trade are dependent upon regular, frequent 
service at stable and uniform rates, an open rate situation would be 
catastrophic from the sti andpoint of both the carriers and the Amer 
ican exporters involved. So far as I know, there has not been an open 
rate situation in this trade at any time. Although the trade has had 
its ups and downs, the exporters on this coast have enjoyed a flourish- 
ing and expanding trade and have enjoyed uniform and stable rates 
during all this period. They are accustomed to dealing with the 
conference and I am sure would find their own export businesses seri- 
ously interrupted if the conference should cease to function as it in- 
evitably would if the contract rate system were discontinued. 

Conference versus nonconference activities: I should like to ex- 
plain some of the activities of our conference and some of the things 
it furnishes in contrast to nonconference lines. These are the benefits 
of cooperation among carriers that would be placed in ners by 
the selfish desires of self- styled “independents” to have : advan- 
tage over all of their competitors. 
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Every cooperative activity and function of the conference is volun- 
tary. Any member of the conference is perfectly free to resign from 
the conference at any time and enjoy the freedom of nonconference 
operation or, as it is now called, independent operation. Any such 

ine can avoid the expense inherent in conference membership which, 
in these days of continuous litigation, is very substantial. Since 
there is no requirement by this Government, or of any other govern- 
ment, for carriers to file thei Mr rates or pub lish a ti riff and adhe re to 
tiled and published rates, indepe ‘ndents are per fec tly free to bargain 
vith every shipper and consignee and quote W hatever rates are neces- 
sary to get cargo for their own vessels. 

It is true that our Shipping Act prohibits undue or unjust dis- 
rimination or prejudice between shippers but since nonconference 
rates are secret, it is almost impossible to prove unjust and unfair 
eatment by eo operators. A review of the decided cases 
since the act was passed in 1916 will show that very few have been 
litigated on these terms ag ia nonconference operators. There is 


no way for one shipper on a nonconference vessel to know what other 
shippers on the same vessel may pay for the same service. 

As an Isbrandtsen-type of independent, any carrier leaving the 
conference would be free to solicit only the best paying, most desirable 
types of cargo-and to ignore the less profitable. It would be free 
to bargain with freight forwarders for their help and influence and 
pay exorbitant so-called brokerage rates. It would be free to curry 
favor with large shippers or consignees without any realistic fear of 
interference by this or any other government by absorbing their 
warehousing expenses, their transshipment or terminal expenses, 01 
iny other cargo expenses involved in transportation which conference 
carriers voluntarily forebear absorbing for sake of uniformity. In 
short, it would be free to conduct its business in any way it might 
see fit, quoting and charging rates and changing its conditions of 
transportation at will in comp ylete secrecy. So far, the record of tes- 
timony before this committee comprehensively covers the practices of 
nonconference operators, except, of course, Isbrandtsen. 

Our conference voluntarily provides the major elements of rate 
pub lication, s tability, and adv: ance notice of changes that in interstate 
commerce are required by law. For example, the conference prepares 
ind makes available to all contract shippers, of whom we have ap 
proximately 3,700, a complete tariff of rates, terms, and conditions of 
transportation. This service includes every change made in any rate, 
rule, or regulation set forth in the tariff. We voluntarily give th 
Federal Maritime Board a copy of the tariff and pe rmit ~ Board 
to show it to any interested person with the same pal lhe that the 
Interstate Commerce Act requires as a matter of law of railroads 
and other interstate carriers. The activities of ane rence opera- 
tors are conducted in secret. 

if nonconference operators maintain aly degree of rate stability « 

niformity, it is undoubtedly due entirely to a parasitic depe alta 
on our conference tariff which they use to fix their own quot: ations. 

[f the conference should be forced by outside rate cutting to open its 
rates, there would be no uniformity nor rate stability at all in this 
important segment of American export commerce because whatever 
degree of beneficial rate stability there is in the trade stems directly 
and exe lusively from our conference and the contract rate system. 
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CONGRESSIONAL RATEMAKING POLICY 


I believe that before any permanent solution of the present problem 
be reached, a congressional national policy must be determined 
in regard to ratemaking in foreign trade that cannot be varied by 
administrative interpretations. It is most desirable that Congress 
decide whether rate cutting and rate wars are desirable in the export 
and import traces of the United States or whether rate stability and 
uniformity are desirable. It is not practicable to adopt a policy in 
favor of both as the present administrative body has tried to do 
the past few years. 

My conference has attempted, to the best of its ability through the 
use of the contract rate system, to prevent rate cutting entirely. It 
is my understanding that rate cutting is absolutely prohibited by the 
Interstate Commerce Act and by the public utility acts of every State 
in the Union. I do not believe that the Interstate Commerce Com 
mission or any public utility commission would permit any carrier 
or other publie weilsty to pursue a policy of differential r ate cutting 
such as that followed by nonconference operators in the foreign trades 
of thiscountry. If within the four corners of the United States such 
rate cutting is absolutely prohibited, why should we not be permitted 
to prohibit it in the export and import liner trades? 


THE BOARD'S “PRECISE STANDARDS” 


The most important request that I make of your committee is to 
nvold the tremendous falsehood and fallacy that has entered the 
thinking of responsible Government officials on this subject in the 
past few years. In what I believe to be a misguided attempt to com- 
promise and avoid dispute with the Isbrandtsen Co., the Federal Mari- 
time Board has declared an entirely new policy toward rate cutting 
in the foreign trades. The Board has said, as did all of its predeces 
sors, that rate cutting is bad but then the Board has gone on to say 
that it will not permit any conference to attempt to eliminate rate cut- 
ting by eliminating the rate cutters. In order to accomplish these two 
conflicting objectives the Board has established what it calls precise 
standards under which it says that it will test the validity of the con- 
tract rate system. These standards essentially declare that the con- 
tract rate system may be used to preserve rate stability but may not 
be used to prevent shipowners from destroying rate stability by pur 
suing rate-cutting practices. 

Bearing in mind that the determinations of our Government in this 
field are binding upon shipowners throughout the world in our export 
and import commerce, I think the members of your committee must 
certainly agree that the policy of the United States as enunciated by 
the Federal Maritime Board is « confusing and impracticable. 

The Board also said that it will permit conferences to use the con- 


tract rate system for the purpose of securing what it calls a hard core 


of cargo. The Board says that such a hard core of cargo will permit 
conference lines to ignore rate cutting by nonconference lines and 
thereby to retain rate stability. This is pure theory that is wholly un 
workable in practice. 
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In practice every steamship line in a trade will get only the cargo 
that it is able to compete for on even terms and will get none that "it 
solicits at rates higher than those of any of its competitors. 

I firmly believe the members of the subcommittee would perpetuate 

serious mistake by proceeding on the theory of the Federal Mari- 
time Board that legislation can be enacted in this field of foreign com- 
merce we ch will preserve the right of a particular carrier or par- 

cular carriers to maintain rates lower than those of all of their 
competitors in any trade. I know that such a system would not work 
even for a moment in the Pacific coast European trade. My con- 
ference uses the contract rate system to prevent rate cutting entirely 
and not as a means of securing what the Board calls a hard core of 
igo leaving a fair and equitable share to the noncon ference operators. 


FOREIGN RATE FILING REQUIREMENTS 


In the Pacific coast/Europe trade, there are 24 conference lines as 
well as Isbrandtsen which, as you now know, pursues the policy of 
remaining outside of conferences but uses conference tariffs as a 
means of fixing its own rates, generally differentially under the con- 
ference rates. In addition to Isbrandtsen, Wg have had from time to 
time other nonconference operators, many of which came in sporadic 
ally for only a voyage or two and others which instituted liner serv- 

patterned after the Isbrandtsen technique. I would like to re- 
fer to the Board’s rate-filing requirements in the foreign trades and 
show how they favor the nonconference operator to the detriment of 
the conference lines. 

The Shipping Act of 1916 requires only carriers in the domestic 
uae to file and publish their rates. It does not require any carriers 
in foreign commerce either to file or publish their rates. Neverthe- 
bent in 1935 the Shipping Board Bureau, a predecessor of the present 
Federal Maritime Board, issued a rule under section 19 of the Mer- 
chant Marine Act of 1920 ordering all common carriers, conference 
and nonconference, in the export trades of the United States to file 
with the Bureau their export rates on all commodities within 30 days 
after they became effective. This was the order in the case known as 
the section 19 investigation, or more familiarly, docket No. 128. The 
order did not apply to any import trades. 

Not long ago, the Federal Maritime Board issued a new order en- 
titled “General Order 83” which in substance is identical to the order 
in docket No. 128. Thus there are two outstanding orders in virtually 
identical language both of which require common carriers in the ex- 
port trades to file their rates 30 days after their effective date. An 
order similar to that in docket 128 was issued in docket No. 507 re- 
specting rates in the import trade from the east coast of South Amer- 
ica to the Pacific coast of the United States. That order is still out- 
standing but it does not apply to any import trade other than the one 
mentioned. Thus import rates in other trades are not required to be 
filed at any time. 

The Board has recognized on several occasions that the rates filed 
under the above orders are not binding on the carriers who file them 
and that the carriers are free to change their rates without notice 
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at. any time pean only that changes are filed with the Board 
within 30 days after they become effective. In other words, the rates 
that are filed anlar these orders are not really rates at all but merely 
notice of charges that have been made in the past. On the other hand, 
the Board has adopted a policy with regard to conference agreements 
to the effect. that every agreement, inward and outward, must contain 
a provision that the members will furnish or supply—not file—their 
agreed r% ates to the Federal M: aritime Board. 

If such a provision were not in the conference agreement, presum- 
ably the Board would find ways of disapproving the agreement so the 
result is that all conference agreements contain such a provision. Ex- 
cept as required by doc ket No. 507, nonconference operators’ inward 
rates are not required to be filed at any time. 

Also, although the Shipping Act does not state in respect to rates 
in fore ‘ign tr: ades that the vy will be made public as it does with regard 
to interstate trade, nevertheless the Board has unilater ally dee ided to 
make the rates public and it furnishes them to anyone who requests to 
see them. Therefore, we have four different administrative provi- 
sions relating to rates in foreign commerce but the only lines that are 
found by rates furnished to the administrative agency are conference 
lines. The conferenceglines are not bound by law to observe those 
rates but they are bound by their own conference agreement to do so 
with the result that outside « ‘ompetitors have the advantage of know- 
ing what conference rates are in any trade. The conference lines have 
no way of knowing what the noneonference rates are except as noted 
above, and } t should not be overlooked that m: ny nonconference op- 
erators refuse to file their outward rates under docket No. 128 as they 
claim they are not common carriers. 

The effect of this highly discriminatory and confused rate filing 
situation is that any owner anywhere in the world can pick one of the 
export or import trades of the United States knowing that, if there is 
a conference in that trade, he can determine the existing rates of the 
conference lines and solicit the shippers and consignees by offering 
rates which the conference lines will have no way of meeting because 
they have no way of knowing what they are. 


RULEMAKING RATE CONTROL 


We have found no recourse whatsoever against outside rate-cuttin: 
competition except through the use of the contract rate system. 
was quite interested to hear Mr. Crinkley of Isbrandtsen testify be- 

re this subcommittee that in hie opinion the Federal Maritime 
Board has the power to prevent rate wars at the outset under section 
19 of the Merchant Marine Act, 1920. This was interesting because 
several years ago we had a nonconference foreign-flag operator in our 
trade pursuing the same rate-cutting tactics that Isbrandtsen pursues 
and of course paying the high brokerage rate that Isbrandtsen pays to 
solicit the help of the freight forwarders. At. that time we filed : 
puree with the Board in a proceeding entitled “Docket No. oH" 
in which we requested the Board to institute an investigation under 
section 19 and to issue rules which it has authority to do under that 


+ 


section which would prevent the eoheinens line from continuing 
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to use our conference tariff as a means of fixing its own rate quotations 
differentially under ours. 

The Board declared that the nonconference line had a perfect right 
to cut rates. The Board took no action of any kind to prevent the 
rate cutting even though at the time the activities of the outside line 
were threatening to force our conference to open rates on the com- 
modities which the outside line was soliciting. 

We have found that outside competitors, almost universally, con- 
centrate their solicition upon the European buyers instead of the 
American exporters. This is no doubt due to the fact that many 
conferences have interpreted the contract rate system to apply only 
to goods that are sold on c.i.f. or c. and f. terms and not to goods that 
are sold on f.o.b. or f.a.s. terms. We have construed our contract rate 
system to apply to all shipments regardless of terms of sale. Never- 
theless in almost every instance of shipments on nonconference vessels, 
we are told by our contract shippers that the foreign purchasers have 
instructed them to ship on the nonconference vessels. 

We have also found from experience that whenever the shipper of 
any commodity uses an outside vessel at cut rates, then other shippers 
of that commodity find their customers in Europe demanding the 
same cut rates. The result is that pressure is put on all shippers, 
in order to remain competitive among themselves, either to find ways 
and means of using the outside vessels or of persuading the conference 
to attempt to meet the rates of the outsiders. 

Of course it is not possible for us to meet rates quoted differentially 
under ours so our only alternative is either to hold our rate structure 
and attempt to prevent patronage of the outside lines by means of the 
contract rate system or to open the rates and permit the conference 
lines individually to meet the competition. That, of course, would 
mean a rate war and in my opinion should never be resorted to in 
liner trades unless all means of preserving the rate structure have 
failed. 

I think I should point out that rate stability in the Pacific coast 
Europe trade is extremely important as well as rate uniformity. This 
is true from the standpoint of both the shippers and the carriers. Un- 
like some other trades, the Pacific coast/Europe trade depends largely 
upon a small number of basic commodities. These commodities are 
agricultural, forest and mining products of the States of California, 
Oregon and Washington, such as lumber, grain, cotton, woodpulp, 
borax, citrus and other fresh fruits, canned and dried fruits, and 
vegetables. 

In the case of lumber and grain, we do not attempt te maintain the 
contract rate system on these commodities because they naturally 
lend themselves to tramp competition. In fact, they are specifically 
excepted from conference control when moved in full cargoes. 

In respect to the other commodities which are the basic liner 
cargoes, it is essential to keep them on a contract rate basis and avoid 
open rate competition. 

The shippers of the commodities that move in parcel lots have com- 
petition on similar or substitute commodities from other producing 
areas in the world to the same markets in Europe and unless the 
American exporters are able to quote landed prices a reasonable 
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period in advance of delivery, they would find themselves at a serious 
competitive disadvantage with exporters in other countries. 

The foregoing problem is seriously aggravated by the fact that many 
of these commodities of the Pacific coast are seasonal; an open rate 
situation would be catastrophic for shippers. From the carrier’s 
standpoint this is also true because many of the conference members 
have specially designed and built their vessels with large refrigerated 
capacity to meet the demands of the trade. Such specialized equip- 
ment is obviously very expensive to construct and to operate and main- 
tain. In many cases, vessels especially built for this trade could not be 
used efficiently in any other trade so that it is essential that if this 
trade is to continue to enjoy the types of vessels necessary to meet the 
shippers’ requirements and at rates that are uniform and stable, the 
rate-cutting practices of outside lines must be prevented as fully and 
effectively as possible. 

Contrary to the fallacious theory that some rate cutting has a 
healthy influence on rates generally, it has been my observation that 
the volume of exports from the Pacific coast to Europe has been the 
greatest in periods when we have had no outside rate-cutting compe- 
tition at all. Admittedly many factors contribute to the volume of 
exports but the fact remains that the most prosperous periods so far 
as exports to Europe are concerned have been when rates have been 
substantially higher than they are at the present time, but rate cutting 
has been absent and all shippers have enjoyed exactly the same rates 
as their competitors. 

The f.a.s./f.o.b. problem. Recently there has been a great deal of 
discussion on the so-called f.a.s/f.o.b. problem. “Free alongside” 
and “free on board” as you know are sales terms and not shipping 
terms but we hear of them more often today as shipping terms rather 
than sales terms. While I have only a nodding acquaintance with the 
terms and conditions upon which sellers and buyers do business, I must 
say that the abbreviations “f.a.s” and “f.o.b” have become synonymous 
in the Pacific coast/Europe trade with nonconference competition. 
We hear of them only in connection with the activities of nonconfer- 
ence lines in their efforts to solicit cargo from shippers who are under 
contract to the members of our conference. Evidently from the non- 
conference operator’s standpoint, the terms mean free alongside or 
free on board nonconference vessels. 

Actually my own understanding of these terms is that they mean, 
as between seller and buyer, that the buyer will be primarily responsi- 
ble to pay the carrier’s charges. However, from the standpoint of 
the carriers, the terms of sale between the seller and buyer are neither 
relevant nor binding. The carriers have an historic right to collect 
their freight from the shipper, the consignee, or from the cargo itself 
against which the carriers have a maritime lien enforceable in any 
admiralty court throughout the world. The carrier’s right to collect 
freight in this way cannot be taken away by contract between the 
seller and buyer of the goods. 

Because in our conference we firmly believe that the only way we 
can maintain the conference rate structure is by means of preventing 
patronage of nonconference operators, we have applied the benefits 
of our rate agreements to all shipments regardless of terms of sale 
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and have construed the shipper’s obligation to the conference lines to 
cover all of his shipments regardless of terms of sale. The continu- 
ance of the conference is dependent upon its receiving the exclusive 
patronage of the entire trade of the contract shippers and not merely 
a portion of their business, __ 

Manifestly, it is the buyer in every instance who pays the freight 
since he pays for everything whether in a lump sum or in several 
parts. However, we cannot believe that European importers should 
expect to enjoy conference rate stability which is dependent solely 
upon the exclusive patronage of conference lines by Pacific coast 
exporters and at the same time dictate the use of nonconference oper- 
ators vessels whenever cut rates are available. 

From a practical standpoint the only way the contract rate system 
can possibly prevent patronage of nonconference operators is for it 
to apply to all of the cargo moving in the trade on which contract 
rates are maintained. It would not be an effective system if there 
were any exceptions whether based on terms of sale or for any other 
reason. 

The deferred rebate systems: Before concluding my statement I 
wish to point out that it was only the contract rate system that was 
dealt with in the Supreme Court’s decision that led to these hearings. 
Other maritime nations—and many of them have a profound interest 
in their merchant marines and their export and import trades—have 
found that other methods of preventing destructive rate cutting are 
at least as effective, if not more effective, than the contract rate system 
us we know it. The Japanese Government has recently repealed a 
prohibition in its shipping laws against the use of the deferred rebate 
system. In many worldwide trades between other nations, shippers 
are given a choice between the contract rate system and the deferred 
rebate system. 

Although we need rate stability in our export and import trades 
just as much as other nations, I believe our conferences have been 
handicapped since the Shipping Act of 1916 was enacted because of 
the prohibition in that act against the deferred rebate system. If 
your committee concludes, as we believe it must, that rate uniformity 
and stability in the export and import trades of the United States is 
a desirable objective, then be believe your committee must necessarily 
conclude that the most effective means of securing those ends should 
be provided to the steamship industry, since in many respects the 
deferred rebate system is more effective than the contract rate system. 
I urge your committee to consider not only clarifying the validity of 
the contract rate system but repealing the weehithdeie in section 14 
of the Shipping Act against the deferred rebate system. Although 
the deferred rebate system has not been used in the Pacific coast/Eu- 
rope trade, nevertheless I believe the conference might be more effec- 
tive if it were able to offer shippers an alternative of receiving a de- 
ferred rebate in consideration of their exclusive patronage or the 
contract rates they now receive under the system presently in use, 

I wish to express my thanks to you, Mr. Chairman, as well as to the 
other members of the committee, for the privilege of appearing before 
you here today. 
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(The appendix referred to follows :) 


CONFERENCE MEMBERSHIP AS OF May 1959 


Anglo Canadian Shipping Co. Ltd. 
Blue Star Line: 
Blue Star Line, Ltd. 
Canadian Transport Co. Ltd. 
De Vries Pazifik Linie: 
Schiffahitsgesellschaft De Vries & 
Co., m.b.H. 
East Asiatic Line: 
The East Asiatic Co. Ltd. 
(A/S Det Ostusiatiske Kompagni.) 
French Line: 
Compagnie Generale Transatlan- 
tique. 
Fruit Express Line: 
Fruit Express Line A/S. 
Furness Line: 
Furness, Withy & Co., Ltd. 
Hamburg-American Line: 
Hamburg-Amerika Linie. 
Hanseatic-Vaasa-Line: 
Hanseatische Reederei Emil Offen 
& Co. Vaasan Laiva Oy. 
(As one member only.) 
Holland-America Line: 
N. V. Nederlandsch-Amerikaan- 
sche. 
Stoomvaart Maatschappij. 
Interocean Line: 
Westfal-Larsen & Co. A/S. 
Italian Line: 
“Italia” Societa Per Azioni di 


Italnavi Line: 
Italnavi Societa di Navigazione per 
Azioni. 
Johnson Line: 
Rederiaktiebolaget Nordstjernan. 
Knutsen Line: 
Dampskibsaktieselskapet Jeanette 
Skinner. 
Skibsaktieselskapet Pacific. 
Skibsaktieselskapet Marie Bakke, 
Dam pskibsaktieselskapet Golden 
Gate. 
Dampskibsaktieselskapet Lisbeth. 
Skibsaktieselskapet Ogeka. 
Hvalfangstaktieselskupet Suderéy, 
(As one meniber only.) 
Mitsui Line: 
Mitsui Steamship Co., Ltd. 
North German Lloyd: 
Norddeutscher Lloyd. 
Fred. Olsen Line: 
Fred. Olsen & Co. 
O.S.K. Line: 
Osaka Shoshen Kaisha, Ltd. 
Royal Mail Lines, Ltd. 
Seaboard Shipping Co., Ltd. 
States Murine Lines: 
States Marine Corp. 
States Marine Corp. of Delaware. 
(As one wember only.) 
Western Canada Steamship Co., Ltd. 





Navigazione. 

Mr. Girmatz. Mr. Downing. 

Mr. Downtna. Mr. McArt, I wonder if you could describe briefly 
for us the way this deferred rebate system actually works in practice? 

_Mr. McArr. For the most part, Mr. Downing, it is not necessary to 
sign a contract. It can be administered in this fashion. Notices are 
put out by the conference group that employs the system to all ship- 
pers, and those notices will provide that for shippers who remain 
faithful to the conference for a period of time, let us say 1 year, they 
will then earn at the end of that year a rebate of 10 percent. 

The deferred part of the system comes into effect thereafter because 
the conference says, “While you have earned your rebate, we are going 
to defer its payment to you until you have completed, let us say, an- 
other 6 months of operation with us and during which time you must 
also be faithful to the conference lines.” So that, for the first 12- 
month period, it is not paid until the expiration of a further 6-month 
ee In other words, a period of 18 months can elapse between the 

eginning of a period under the system I just explained and the time 
the payment is made. That is your period of deferment, the 6 months 
or whatever period of time it happens to be. 

Mr. Downina. The exporter then pays the higher rate ? 

Mr. McArr. He pays the rate. It is not a question then, Mr. Down- 
ing, of having two rates. There is only one rate in effect then. 
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Mr. Downtne. If he does not ship conference lines exclusively, if 
he just breaks one time, that eliminates the rebate that he would be 
otherwise entitled to get? 

Mr. McArt. For the period. That is correct. For the period that 
would eliminate his right to the rebate assuming we are just starting 
the rebate, for this 12-month period. 

Mr. Downine. Do other conferences honor this deferred rebate 
system ? 

"Mr. McArr. Yes, in trades outside of the United States they are 
employed quite generally. In fact, the Japanese Government did 
have a prohibition against it but they have now, as I understand it, re- 
moved such a prohibition. Throughout the trades generally through- 
out the world the deferred rebate system is employed. 

Mr. Downtnc. Do you know what the feelings of the exporters are 
toward this deferred rebate system ? 

Mr. McArr. In other fae No, I do not. I assume that, since 
the system has been so universally employed, it is probably working 
with little or no trouble. I know that shippers in the United States 
have never been, shall I say, subjected to, or never have had occasion 
to use the deferred rebate system because of the prohibition in the act 
so that, therefore, I have no real knowledge of how they would feel 
about it. 

Mr. Downtna. In vour opinion, the deferred rebate is a much 
stronger tying-in device than the contract dual rate? 

Mr. McArvr. It is, in my opinion. 

Mr. Downrna. Getting back to the dual rate contract system that 
exists in your conference, what is the span between the contract rate 
and the noncontract rate ? 

Mr. McArr. About 15 cents per 100 pounds. That is the general 
rule. 

Mr. Down1nc. What would that be percentagewise ? 

Mr. McArr. That is pretty hard to figure out because it would vary 
percentagewise, Mr. Downing, with whatever the rate was, you see. 
In other words, if you have a rate of $1 a hundred pounds, the non- 
contract rate would be $1.15. If the rate were $3 a hundred pounds, it 
would be $3.15. It has been on that basis for many, many years and it 
has not been disturbed. 

Mr. Downtna. Mr. McArt, you advocate the elimination of all non- 
conference lines or rate cutting carriers, If you do that, then that 
gives the conference a strict monopoly, is that correct ? 

Mr. McArr. No, sir. I do not think it gives them a monopoly, 
Mr. Downing. In the first place, you will never get rid of all non- 
conference lines. As I said in my statement—in this conference of 
my own there are at least two major products which are not under the 
conference system at all. They are exempted entirely from our 
agreement. Full cargoes of grain and/or lumber, combination of 
the two, or a full cargo of grain or a full cargo of lumber—so that 
there will always be outsiders. There will always be tramps. 

So far as a monopoly is concerned, there seems to be an erroneous 
impression prevalent that the conferences, if they had the rate cut- 
ters eliminated from a trade, would raise their rates to the point 
where they would cause extreme detriment to commerce. 
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Mr. Downtrne. But you could do that, could you not? 

Mr. McArr. Lots of things are possible, but I say to you, Mr, 
Downing, that it would be from all practical standpoints an impos- 
sible thing to accomplish. In the first place, the shippers would cer- 
tainly be loud and vocal in their protests against any such practice 
on the part of the lines because there is nothing we grow or produce 
or manufacture on the Pacific coast of the United States, I can assure 
you, that is not grown or made or produced somewhere else in the 
world, and whenever these shippers with whom we deal come to us 
in connection with their rate problems, I can assure you that they let 
us know what the rates are from other producing areas. 

Mr. Downrna. I am sure that they do, but they have no power to 
make you change your decision once you make it—unless you want to 
do so, of course. 

Mr. McArr. That is true. On the other hand, the act itself pro- 
vides by specific statute. Section 17, I believe it is, specifically pro- 
vides that we may not make rates that would do the thing that you 
say we would do. It says that we cannot put an American exporter 
in jeopardy as compared with his foreign competitor. That is a 
power which rests with the regulatory agency at the present time. 

Mr. Downine. When you ask for such a closed shop as you are 
asking for, so to speak, are you not also asking for more govern- 
mental control ? 

Mr. McArrt. No, I donot think so. 

Mr. Downinea. Do you not have to have more governmental control 
if you are going to be completely in charge of all rates? 

Mr. McArr. I do not see any reason why there should be any more 
governmental control so far as rates are concerned than you have in 
sections 14, 16, and 17 of the Shipping Act. The act was designed 
not as a rate control measure. 

I agree that in the domestic trade, the U.S. Government does have 
the authority to control activities of carriers operating within the 
four corners of the United States, but we are dealing here with for- 
eign commerce which involves the commerce of another nation in 
every case—always two—so that even from a practical standpoint, I 
see no hope, no reason to institute Government rate control. 

That implies, if you do have Government control, that you must 
have just and reasonable rates. 

Now, that is the basis upon which all regulatory authority in the 
United States is administered—whether it be a public utility or the 
railroads or the trucklines or whatever it may a 

We have now before us the plight of the railroads, which are asking 
for less regulation, not more. And I submit to you that in deter- 
mining what is a fair and reasonable rate you get into the realm of 
valuations, returns, and so on and so forth, which, so far as the 
steamship business is concerned—when you consider that in my trade 
you have 24 lines, every one of them except one being a foreign line, 
each of them employing vessels of different and varying types, where 
are you going to end or where would you even start to find a basis 
for valuation, for example? How are you going to base your capital 
investment in order to get a fair return, and so on? 

Mr. Downtne. Tell me this. You have had great experience in 
this field. Are there any foreign governments who participate more 
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actively than we do in the control and supervision of their foreign 
commerce ? 

Mr. McArr. There are some governments which have shipping acts 
on their statute books, but none that I know of that goes to the extent 
that our Government does in controlling the activities of carriers 
engaging in our commerce. 

Mr. Down1na. I thought there were several countries that did com- 

letely control it. 

Mr. McArrt. Yes, but none that goes as far as we do insofar as 
prescribing what the so-called ground rules are. 

Japan, for example, has a shipping act on its books which is, 
frankly, —— after our own shipping act. It was enacted dur- 
ing the days of the occupation after World War IT and, so far as 
the word is concerned that we are getting out of Japan today, they 
seem to be backing away from many of the statutes that were enacted 
during that occupation era. 

The deferred rebate system, as I mentioned, is something which I 
think they are going to go back to rather than prohibit as they have 
in the past. 

Mr. Downtna. I havo one final question. Can you estimate what 
the loss is to the conference lines by reason of the importers request- 
ing nonconference ships due to this f.a.s./f.o.b. problem ? 

Mr. McArr. No, I would not even attemyt to do so, Mr. Downing. 
As a matter of fact, the conference lines view it in a little different 
light—not so much from the standpoint of how much traffic they 
are losing, but the effect which that kind of rate cutting has upon 
the customers of the conference lines who are faithful to the carriers 
in living up to their conference contracts to ship all of the goods via 
the lines. 

One ship, and I do not mean a lot of sailings, but one ship can raise 
havoc so far as the particular industry is concerned. 

Let us take canned goods. Before I came to the Pacific coast there 
was a classic example of what happened with respect to this f.a.s./ 
f.o.b. problem. 

A full shipment of canned goods was shipped from here to England. 
I believe it was for the account of the 5-and-10-cent stores, somethin 
like we have in Woolworth’s. I can assure you that what happene 
in Britain as a result of that one ship was plenty to impress upon 
canned goods shippers and the conference lines alike the evils of hav- 
ing rate-cutting practices prevail in the trade. What it did was to 
upset the selling schedules, the warehousing, the merchandising. It 
upset the operations of other canned goods shippers and distributors 
in the United Kingdom. 

Mr. Downtnea. Why not attack it the other way around? Why not 
go to those foreign consignees and say, “Look here. Why not get in 
line?” Most of those are conference signers, are they not? 

Mr. McArr. No, our conference agreement is one restricted to 
shippers. We have enough trouble trying to police our contract here 
in the United States of America rather than reach at arm’s length 
across the sea to deal with receivers abroad. 

Do not forget, as I said in my statement here, we have 12 or 15 
countries. I would have to have that many contracts written in dif- 
ferent tongues. I would have to have the ideas and thinking of 
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ople abroad as to what a contract meant. That would be prac- 
tically, as I see it, an impossible task of accomplishment to tie up 
receivers abroad. 

Mr. Downtne. I think that is all. Thank you very much. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totierson. Do I understand from what you say that you have 
no contracts with shippers abroad ¢ 

Mr. McArrt. No, sir. 

Do you mean receivers abroad ? 

Mr. ToiiErson. No, shippers. 

Mr. McArr. Our shippers are located over here, Mr. Tollefson. 

Mr. Totierson. Do you come back empty ? 

Mr. McArr. I do not have any jurisdiction over the vessels when 
they come to this coast, if that is what you mean. That is not em- 
braced within the scope of this conference agreement. I believe in 
some of the trades they do have the contract but that would not be 
administered by my conference here in San Francisco. We deal only 
with the traffic from the Pacific coast to Europe. 

Mr. Torierson. Did I understand you to say that you believe that 
all nonconference operators ought to be eliminated ? 

Mr. McArr. Oh, no. I donot say that. I say rate cutting should 
be eliminated. 

Mr. Totierson. I want to get that clear. 

Mr. McArr. That is right. Certainly I have no desire to put any- 
body out of business. What we would like to see is that a uniform 
rate structure and a stable rate structure is observed and, as we view 
it, that cannot be fully effective unless the rate-cutting activities of 
any line are controlled effectively. ' 

Mr. Totierson. Generally speaking, there have been nonconference 
operators all the time, have there not ? 

Mr. McArr. No, I would not say all the time. 

Mr. Totterson. I am talking about your own trade now. 

Mr. McArr. That is what I understood you to mean. 

No, we do not have nonconference operators in the trade all the 
time except that we do have, since they inaugurated service, the serv- 
ice of the Isbrandtsen Line, but it is of a type ‘which is not partic ularly 
effective against my conference lines because of the type of service 
they maintain. 

We do have sporadic competition of vessels which come to the 
Pacific coast from Europe. At the present time all these little foreign 

cars you see running around the streets of cities and towns of the west 
coast and, in fact, all over the United States, that type of competition 
created by the vessels that bring those cars over to us, is something 
we have to watch all the time. Asa matter of fact, I have a list here 
of 52 ships that sailed from European ports to the Pacific coast ports 
during the last 6 months of 1958 that carried these small foreign cars 
over here. When those ships arrive here, they are free of cargo, they 
are looking for business and, as you say, rather than be worked home 
light, they try to find business. They are potential competition to the 
conference lines not only in my trade but in Mr. Galloway’s trade to 
Australia, to almost any place to which cargoes from the Pacific coast 
of the United States might be sent. 

Up to this time we have been able to control fairly well the activi- 
ties of that type of carrier. 
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I might say to you that we have been successful to the point that a 
couple of lines that offered service of that character have become mem- 
bers of the conference. Mitsui Line did not start out as an automobile 
carrier. In fact, they were not in that trade at all, but the Hanseatic- 
Vaasa Line did inaugurate its services as an automobile carrier. It 
has now become a member of the conference. 

I believe there are others, such as Wallenius, a Swedish line, who is 
a constant threat to the rate stability of the conference at the present 
time. 

Mr. Totuerson. Maybe I am not putting this correctly, but is it a 
fact that you are not so concerned or the conference operators are not 
so concerned about the independents if Congress approves the dual 
rate system ¢ 

Mr. McArr. That is true, some sort of a tying device which I be- 
lieve is what you have in mind, some tying device of some sort. 

Mr. Totierson. This is our problem, of course, now. 

Mr. McArr. That is what I understand it tobe. That is correct. 

Mr. Totierson. If this committee approves some legislation pro- 
viding for tying arrangements, it will come to the floor of the House 
and we will run into opposition, naturally. One of the questions that 
I am sure will be asked of us is: How does an independent operator 
exist if he constantly charges 10 or 15 percent below the conference 
rate? 

I would like to have your statement on that. 

Mr. McArrt. Do you mean by that, Mr. Tollefson, his financial re- 
turn at the end of the year, his balance sheet ? 

Mr. Totterson. If he can stay in business undercutting you, why 
can you not stay in business ? 

Mr. McArr. That would be a process of attrition that would finally 
end up in everybody being bankrupt if we tried to meet each other’s 
rates, because history has proven that we cannot meet their rate with- 
out a corresponding reduction on their part, so that you spiral down. 

As to what their balance sheet is at the end of the year, I have no 
idea of knowing what it would be. 

I can conceive that the efforts of the conference lines in maintain- 
ing their organization, many of those benefits flow without cost what- 
soever to the independent line or the so-called independent line. They 
do not need to maintain the same expensive organization that the con- 
ferences do. They are not members of any conference. They do not 
participate, as I said, in the expensive litigation that we have had to 
face in the past few years. 

All in all, 1 would say that, so far as the nonconference line is con- 
cerned, from my observation, they can possibly afford to shave their 
rates somehow but, as to whether they are making money, that I do 
not know. I think, however, that we should bear in mind that some- 
how they manage to do it because we have always had them with us. 
Even under the best of conference systemis, somehow they seem to 
exist, so that it has not been a case of them being forced off the seas. 

Mr. Totierson. This is a question that I am sure other Members 
of Congress outside of this committee are going to have in mind. If, 
over a period of years, Isbrandtsen can charge 10 percent less than 
you, why can you not charge 10 percent less? You say you have addi- 
tional overhead because of your being a member of a conference. 
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The next question is: Why not disband the conference ? 

Mr. McArr. I guess I did not make myself clear that if Isbrandtsen 
or whoever the outside operator happens to be—and I do not want to 
belabor the name Isbrandtsen—if any outside operator cuts 10 per- 
cent under our rates, I made the point that if we meet that competi- 
tion we finally reach that point where we are going to be utterly ex- 
hausted and there is no one in the ring but a couple of people who are 
out at the count of 10. 

There is no happy medium between a situation like that because 
that is competition of a character that neither side can long stand. 

Mr. Totierson. I think something ought to be said at this point 
about regularity of service and schedules. Do independents have the 
regularity of sailings that the conference operators do? 

{r. McArr. I would say that some do. There are some outsiders 
who, as I understand it, offer quite regular dependable sailings, but 
on the other hand, there are many others like the 52 ships I mentioned 
that came over here with automobiles. There is no regularity of serv- 
ice there whatsoever, but the effect of those outsiders can be just as 
catastrophic as the case ] cited to you that happened before the war 
in the sale of canned goods through those outlets in Great Britain. 
Just one ship is all you need. You can practically destroy a trade by 
killing your market in that particular area. 

Mr. Totterson. Do the independents confine their solicitation of 
cargoes to large lots? 

Mr. McArrt. I am not too able to say just whom they do solicit 
because I would say that they keep their solicitation activities fairly 
close to themselves. 

I would assume, however, that operating as they do, it would be 
rather politic, and from a moneywise standpoint, they would do it 
that way, but that would be something that I would rather have you 
ask an independent rather than have me attempt to give you an answer 
upon which I am not fully informed. 

Mr. Touterson. Coming to this f.a.s. and f.o.b. problem, does your 
conference make exceptions with respect to this type of shipment! 
In other words, you have a contract with a shipper here. He says, in 
effect, that he is going to send all his cargo via your ships, but then 
he comes along and says, “I have a customer over in Europe who 
insists on this cargo, this particular lot going by certain other non- 
conference vessels.” What do you do? 

Mr. McArr. In that event we would say that that shipper, if he 
availed himself of the opportunity of using the outsider, would be 
violating his contract. with us because he has said that he would first 
offer to us all of his business. Now if he failed to offer the business 
to us, [ mean assuming you want a practical answer, I would have to 
tell him, “If you do that, Mr. Shipper, we will consider that you will 
be in violation of your contract with us.” 

Mr. Totierson. You strictly enforce your contract? 

Mr. McArr. Yes, sir. 

Mr. Totterson. I think that is all, Mr. Chairman. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. McArt, what independent competition do you have 
in your trade now other than these automobile carriers that you 
referred to? ; 
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Mr. McArt. The Isbrandtsen Line. 

Mr. Casey. You have Isbrandtsen ? 

Mr. McArr. Yes. Isbrandtsen Line competition is, I believe, via 
New York. That could be ascertained from the Isbrandtsen repre- 
sentative. But they also have a service into the Mediterranean that 
is somewhat competitive with us. I would say at the moment, Mr. 
Casey, that that is about all we have. 

Mr. Casey. You say via New York. Do they pick up cargo here 
and go by way of New York? 

Mr. McArr. Yes, sir. I believe they do, but, as I say, that could 
be ascertained by asking their representative. 

Mr. Casey. Do they have regular scheduled sailings? 

Mr. McArr. Yes, sir. Indeed they do. 

Mr. Casey. How long have they been conducting business in com- 
petition with your conference ? 

Mr. McArr. It has been some number of years now since they 
inaugurated, I believe, their eastbound round-the-world service. As 
I understand, it goes via New York, possibly via Puerto Rico or at 
least it used to, and then some of the vessels go through the Suez 
Canal, taking in the ports of southern Europe, such as Genoa and also 
ports in the Near East. 

Mr. Casry. Now you know that they quote rates just below yours, 
do you? 

Mr. McArrt. I have been informed that they quote rates below ours, 
Mr. Casey, and sometimes they do not need to do that. Maybe they 
will quote the same rate that we have. Maybe it will not be the same 
percentage discount. 

Let us assume that in one case it is 10 percent and in another case 
it may be 5 percent and in other cases if the traffic bears it, I presume 
there is no discount whatsoever. 

Mr. Casey. You stated that you do not want to put anyone out of 
business but you want to cut out the rate cutting. 

Mr. McArr. Yes, sir. 

Mr. Casey. And you call a rate cutter anyone that quotes a rate 
lower than yours? 

Mr. McArr. Lower than the conference rate, yes. 

Mr. Casey. Is that not synonymous? 

Mr. McArt. No, I do not think so, Mr. Casey. 

Mr. Casry. If he does quote the same rate that you do, he might 
as well belong to your conference. 

Mr. McArrt. Yes, that is the practical effect. We would be very 
happy to have the Isbrandtsen Line, for example, a member of this 
conference. There is no question about it. As a matter of fact, I 
think my conference records of inviting outside lines to become mem- 
bers of the conference is perhaps unique. We have done that with 
some success. 

Mr. Casey. As I understand you now have a number of lines hauling 
automobiles over here and, if they all accepted your invitation to 
join your conference and you had all the shippers tied up over here, 
that would mean that you are going to have to spread your business 
a little thinner among your members, are you not? 

Mr. McArrt. It would hardly come to that point, Mr. Casey. The 
vessels that I told you about are owned by many, many interests and 
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I am sure that they are, for the large part, tramping anyway and they 
have no interest in joining a conference. The basis on which the 
vessels are employed would not, in and of itself, lend itself to joining 
a conference. Many of them are vessels which make one voyage only 
and are probably under charter to some interests on the other side, 
There are a few who could join. Wallenius is one. Oetker is an- 
other and there are probably others in that list whose vessels are em- 
ployed on a basis that could possibly lend itself to conference 
operation. 

Mr. Casey. If you obtained your ultimate goal where you had every 
shipper tied up over here and if they were going to get any shipment 
to another to anything, they would go back empty or join your con- 
ference ? 

Mr. McArr. Another thing, Mr. Casey, would be that, if we had 
the authority and control over conference rates which I think you 
should have, you would have the same automobile carriers in the con- 
ference coming this way, the one that you mentioned, Mr. Tollefson, 
a moment ago. Those vessels that I am talking about are not mem- 
bers of the conference coming this way and they would be under that 
situation. 

Mr. Casey. I did not think you had any control over them coming 
this way. 

Mr. McArt. Not my conference. 

Mr. Casey. I am talking about your conference. 

Mr. McArr. There are other conferences that do operate from there 
to here. 

Mr. Casey. I am talking about your conference, the one that you 
would have control over. If you sewed up all the business, then if 
they wanted anything to carry back they would have to join your con- 
ference. 

That would mean that you would have more competition within 
your conference, would it not, and it would mean that your overall 
cargo distribution would be thinner and your rates would have to 

o up. 

Mr. McArr. Not necessarily. 

Mr. Casey. Or somebody would have to go out of business. 

Mr. McArr. Not necessarily because, as I told you, there is still a 
basic class of cargo which those people are now carrying and which, 
even though they did not join the conference, they would still con- 
tinue to carry, lumber and grain. Those are two basic commodities. 

Mr. Casey. How about the lumber and grain? Can your confer- 
ence members quote any rate they want to on those two ? 

Mr. McArrt. To the United Kingdom, for example, the rates are 
what we call open and they can make whatever rate they want. In 
other areas, such as to the Continent and the Mediterranean, we have 
rates that are open but subject to a minimum, meaning a floor below 
which you cannot go, but in effect I can answer your question by 
saying, “Yes, they can,” subject as I said to that minimum basis ap- 
plicable to the Continent and Mediterranean. 

Mr. Casey. Do any of them ever quote more than the minimum ? 

Mr. McArrt. Yes, on occasions they do. The whole purpose of 
having the minimum is to prevent the rates from going too low but, 
so far as going higher, in that particular market, they are not going 
very much higher. 
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Mr. Casey. It would be a little unusual for it to be any higher than 
the minimum. 

Mr. McArr. It certainly is at the present time. That is right. 
There is no question about it. 

Mr. Casey. It would have to be when the space was tight. 

Mr. McArr. Yes, that is right. 

Mr. Casry. Do you advocate that all lines should file their rates? 

Mr. McArr. That is rather a difficult question to answer as to 
whether all lines should file their rates. It depends upon what kind 
of control we have in the overall. Certainly at the moment the con- 
fusing rate situation we have is not conducive to a healthy situation at 
all. The definition, if that be it, that is in the act with respect to a 
tramp is not helpful at all. I have made inquiry with respect to the 
rates that have been charged by some of these automobile ships I 
mentioned earlier on the return voyage, not on lumber and grain but 
on other commodities, such as canned goods or dried fruit or wood- 
pulp, or something of that sort, and there is no record back in the 
Maritime Board as to what rates they charge. 

There have been instances where others have gone on the berth 
here perhaps under a charter arrangement for fresh fruit. 

Mr. Casey. You have made it quite clear. 

Mr. McArt. That is right. 

Mr. Casey. I just want to know if you advocate that that should 
be filed or there should be a requirement that it be filed. 

Mr. McArr. I think it should be filed. Not in advance, however, 
of course. 

Mr. Casey. Not in advance? 

Mr. McArr. No; not in advance. 

Mr. Casey. You think the 30-day period is reasonable? 

Mr. McArr. You mean 30 days after ? 

Mr. Casey. Yes. 

Mr. McArr. Actually, as I said in here, those are not rates at all 
because a 30-day period is merely a record of what you did charge. 

Mr. Casey. If you do not want them filed in advance, when should 
they be filed ? 

Mr. McArrt. They should be filed when they are made effective. 

Mr. Casry. The day they are made effective ? 

Mr. McArrt. That is right. 

Mr. Casry. That should apply to all lines? 

Mr. McArr. If you could make it apply to tramps, and I am quite 
doubtful if it could be. In fact, I think one of the problems you have 
is what to do with tramps so far as rate filing is concerned. There is 
really no definition in the statute as to what a tramp is anyway be- 
cause they contract between the owner and the supplier of the cargo. 
It isa private arrangement. But where the distinction is to be drawn 
between that type of carriage and the type of carriage where these 
people participate in the carriage of commodities which are, naturally 
and by whatever rules of the game there are, conference or liner car- 
goes, that is really our problem ratherthanthetramps. ® 

The tramps are carriers generally who carry the bulk commodities 
in which liners are not interested. 

Mr. Casey. You want those that carry the liner cargoes to file their 
rates as of the day they become effective ¢ 
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Mr. McArt. That isastarter I think; yes. 

Mr. Casey. But you do not want to file yours that way ? 

Mr. McArt. We would file ours that way. 

Do we file them that way ? 

Mr. Casey. Yes. 

Mr. McArt. We try to send them to the Board as eee? as we 
can. We cannot get them there the day they are effective, but we get 
them there as promptly thereafter as we can. 

Mr. Casey. You also in your statement make a lot of reference to 
the Interstate Commerce Commission and the Public Utilities Com- 
missions, but yet you resist very strongly any similar regulation of 
your industry, is that right? 

Mr. McArr. You mean insofar as rate control is concerned ? 

Mr. Casey. Yes. 

Mr. McArr. Yes, sir; I do, and the principal reason for that, Mr. 
Casey, is because we are not dealing in the foreign trade with sub- 
jects that can be handled in the same manner that they are within the 
four corners of the United States. Obviously, the Pacific Gas & Elec- 
tric Co., which supplies the electricity and gas for the city of San 
Francisco is right here. It is not competing with the Los Angeles 
system. It has no connection and whatever regulation is exerted over 
that particular company deals only with the citizens of the bay area, 
As far as rates are concerned in the foreign trade, as I said earlier, 
you have all of those factors on which, so far as I see it, you can- 
not possibly carry out any effective rate control. You have to know 
values. You have to know what your rate of return should be and, 
when you consider all the different complexities of foreign trade, the 
different valuations, different types of ships, and so on, what ships are 
in here today may be substituted by others tomorrow, and the ones 
here yesterday are in another trade and, all in all, there is no possible 
way in which you could ever form a base which is going to give you a 
fair and reasonable return which, after all, is going to be the basis for 
your rates. Your different types of cargo are constantly changing. 
I do not mean the traffic itself but I mean the rates on them from other 
producing areas. You have nothing that is stable. You could never 
put your finger on these other costs which you can do so far as your 
utilities are concerned in the United States, if that is possible, al- 
though even with the railroads, I doubt if the job there is one which 
is too perfect. 

Mr. Casey. You just use it for what benefits you can get out of it 
but you do not advocate any portion of it for your industry? 

Mr. McArr. No, sir. We do not for the reasons that I stated. I 
would not want you to think that personally my people would resist 
something which they think could be administered which would show 
some benefit to them but, since there is nothing that we see that can be 
accomplished, then we ask why should such a regulation be imposed 
upon us ? 

Mr. Casey, If you are going to reach your ultimate goal, you are 
going to have a particular trade route in which you would certainly 
have control and the Government would have control on all shipments 
out on that particular trade route, would it not ? 

Mr. McArt. You mean under a system of rate control ? 


Mr. Casey. Yes. 
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Mr. McArr. I do not quite understand how the Government would 
have that control. 

Mr. Casey. You said you were using the gas system here because 
it was in this area and was localized, and I think you have it local- 
ized when you havea particular trade route. 

Mr. McArr. But you do not have any stable units in that trade 
route. Take my trade with 24 lines with each having different ves- 
sels, each a different cost of construction, each a different cost of 
operation. They buy the fuel at different places, victual the ships 
here and there, and have repairs and so forth, varying with every 
ship, not only with every operator, so that your factors are so fluid 
that there is no way that you could possibly come upon that base which 
you have to have first before you can start to say you have to have a 
return on your capital invested. 

Mr. Casey. How do you reach your base within your own confer- 
ence ? 

Mr. McArt. For freight rates ? 

Mr. Casey. Surely. 

Mr. McArr. Mr. Casey, so far as freight rates are concerned, 
frankly, largely it is competition, rate competition from the other 
producing areas in the world whether on canned goods or dried fruit 
or woodpulp or cotton, whatever it may happen to be. There is no 
question about it and I would not want you to believe otherwise. 

Mr. Casey. That is primary and the costs of various other opera- 
tions are secondary ¢ 

Mr. McArr. What is that ? 

Mr. Casry. The competition you are talking about from other trade 
areas is primary and your costs of operation are secondary ? 

Mr. McArr. To a large extent that is quite right; yes, sir. In other 
words, if we wanted to carry canned goods from the United States to 
Europe. we have to take into account the cost of transporting the same 
kind or similar products from Australia, from South Africa, from 
Formosa, wherever it may be. We have to consider what those rates 
are. 

I can assure you that sometimes it is a bitter pill to swallow to 
make rates on some commodities to be competitive, and yet that is what 
the Shipping Act says we have to do. 

I can say to you that we are very acutely aware of that admoni- 
tion in the Shipping Act that we must not put our American exporters 
at a disadvantage. 

Mr. Casey. If there is no competition how do you set your rate? 
Ts it just what you can get for it? 

Mr. McArr. If that were the happy situation, I would say so. On 
the other hand, it must be on the basis that it will be a rate which will 
enable the seller to sell and the buyer to buy because that comes first. 
If they cannot make a sale then we cannot transport and we have 
priced ourselves out of the market. 

Mr. Casey. Do you have much noncontract shipping in your 
conference ? 

Mr. McArrt. Very little, sir, on contract commodities. Obviously 
on lumber and grain and those other commodities, we have. 

Mr. Casey. I mean nonsigners of your contract shipping with 
you. 
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Mr. McArrt. Very few. 

Mr. Casey. Very few? 

Mr. McArt. Yes, sir. 

Mr. Casey. On this section 19 you make reference to the fact that 
Isbrandtsen, Mr. Crinkley stated that the Maritime Board could stop 

‘ate wars by the use of section 19, and then you cite how you made 
application, I think, under that section. 

Mr. McArr. Yes,sir. We did. 

Mr. Casey. You say no action was taken by the Board. Is that 
right ? 

Mr. McArr. They had oral argument on a motion, the effect of 
which would be the same as having a hearing because, as a result of 
the decision on that motion, the case was eventually closed. 

Is that right, Mr. James? 

Mr. James. Perhaps I could explain that. 

Mr. McArr. If you do not mind, I would like Mr. James to 
explain. 

Mr. James. The petition was dismissed with an opinion by the 
Board on a motion made by the respondent in the case and the Board’s 
opinion stated that in foreign commerce there is no provision against 
rate cutting and therefore they could take no action under section 19 or 
otherwise. They took no further action in the case. 

Mr. Casey. What do you think they should have done? 

Mr. James. I think they should have issued formulated rules under 
that section to prevent the rate cutting by that outside line. That was 
the purpose of passing section 19. 

Mr. Casry. What kind of rules do you think they should formulate? 

Mr. James. I think that a rule such as Mr. McArt suggested a mo- 
ment ago, requiring the outside line to file their rates at ‘the time they 
are effective would have had a tremendous effect upon that line in 
preventing them from quoting rates secretly under the conference rates. 

Mr. Casey. In other words, that is as strong as you want the Board 
to make it, just to require filing of the rate at the time it becomes 
effective ? 

Mr. James. That is correct. I do not believe that the Shipping Act 
prevents any carrier from making rates as it sees fit, but I do believe 
that if outside lines were required to file the rates that they are 
actually charging, then conference lines would be in a position to meet 
those 1 rates. I would be satisfied with that situation. 

Mr. Casey. Mr. McArt, in your conference do you have many re- 
ceivers requesting that their goods be shipped on the particular line 
within your conference ? 

Mr. McArr. No, that would not come to me, Mr. C: asey, if a receiver 
wanted to ship over a particular line. 

Mr. Casey. I am asking if you know of your own knowledge. 

Mr. McArr. No. The only time that I hear about that is when the 
question comes up as to a violation of the contract. We only deal 
with shippers to start with so that, you see, the receiver is someone 
who is out of touch with me to start with. 

Mr. Casey. Is there any particular shipper that requests a par- 
ticular line consistently for a particular destination or receiver that 
you know of ? 

Mr. McArr. Among the conference carriers ? 
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Mr. Casey. Yes. 

Mr. McArrt. It is quite possible that a shipper would favor the 
service of X line over Y line, and soon. In other words, a preference 
might well be expressed by shippers as to the quality of the service 
that they get, the type of ships, and the speed with which delivery is 
effected and so on, and I would assume that there is quite a bit of that. 

Mr. Casey. We have had brought to our attention the fact that it 
is alleged that some particular foreign lines are being used because 
after they deliver the goods they give them a little rebate. Do you 
know anything about that ? 

Mr. McArr. That is what we call malpractice. I have heard a 
good deal about it, Mr. Casey. It is one of those things like the 
‘weather that we do a lot of t: ilking about and do not seem to be able 
to do much about, but I will say that, so far as that is concerned, so 
far as possible for me to do so, 1 am taking whatever steps I can t: ake 
to stamp it out. In times such as those which we are now experienc- 
ing when cargoes are scarce and freight rates are low, everybody seems 
to be cutting a corner here and a corner there. What is going on in 
my trade I can assure you I am pretty sure is not unusual or unique. 
It is going on pretty much, as I understand it, in all trades. 

As a starter to bring some sort of control, whatever it may be, Mr. 
James, as counsel, and myself went to Amsterdam, Holland, in Feb- 
ruary of this year and had a meeting of what we call principals, 
meaning the owners, the people who have the control of the ships 
insofar as stockholders and so on are concerned. For the most part 
all of my people are located in Europe. We have some Canadian lines 
who are located here, their home offices, and we have some Japanese 
lines and one American line, but for the most part they are located in 
Europe, and the purpose of that meeting of principals in Amsterdam 
was to bring about ways and means whereby the very thing you are 
talking : about will be stamped out. 

As we see it, it means that all people in the conference, particularly 
the owners, have to see to it that this practice is stamped out. 

Another meeting, it seems to me, is called for within the very near 
future. 

Mr. Casey. Do you think you will be able to stamp it out? Since 
you want to be seif- regulatory in all respects, do you think you can 
stop that or not ? 

Mr. James. May I interject here, Mr. Casey ? 

There is a legal point here that I think may be interesting to you in 
answer to your question. 

Mr. Garmatz. Do you want to hear from him ? 

Mr. Casey. I am interested in finding out what I can. 

Mr. Garmatz. Proceed. 

Mr. James. The Shipping Act itself prohibits rebating. It is ille- 
gal to rebate. Unfortunately, in a decision regarding the subject of 
rebating in the past few years in another area, ‘the Federal Maritime 
Board, in my opinion, badly misinterpreted that provision against 
rebating and concluded, stating that rebating is not illegal under the 
act unless you prove that the carrier intended to violate the U.S. 
Shipping Act, and obviously an intention to violate the U.S. Shipping 
Act is something very, very difficult to prove. 

The Board was wrong in that interpretation. 
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As the act was passed it was intended to prevent rebating with or 
without intent and it had previously been so held, but the result of 
that decision has been to badly weaken the prohibition in the statute 
against rebating. There is a prohibition in all conference agreements 
against rebating in substantially the same language as that in sec- 
tion 16 of the Shipping Act. 

Mr. Casey. Then after that ruling, Mr. James, it would indicate to 
me that it would be encouraging more of it, would it not ? 

Mr. James. I am afraid it has done that; yes, sir. 

Mr. Casey. I do not know but I would think that it would be more 
prevalent with the foreign lines than it would with the U.S. lines due 
to the fact that we have so little control over the foreign lines. 

Mr. McArr. We have exactly the same control, Mr. Casey, over the 
foreign lines and when I say “we,” I mean the United States. There 
is no distinction insofar as flag is concerned. 

In the case that Mr. James cited to you there was a case of where 
even the Board itself sent one of its own personnel, a man who today 
is one of the Board Commissioners, Mr. Stakem to Europe to investi- 
gate the situation. 

It is extremely difficult, as I think you will agree, to investigate 
situations of that kind. Mr. Stakem did go over there to do that. So 
far as flag is concerned, that has nothing to do with it. 

Mr. Casey. How about your conference agreement among the lines 
themselves ? 

Mr. McArrt. Yes, sir; it is prohibited. 

Mr. Casey. Have you made an endeavor to enforce that agreement ? 

Mr. McArtr. That is what I say is the reason for the meeting in 
Amsterdam of principals. It is for that particular purpose. 

Mr. Casry. Do you know that it has been happening? 

Mr. McArr. We know that it has been happening but it is diffi- 
cult to get the proof, particularly the kind of proof, as Mr. James 
said, that the Board is going to require in order to stop the practice 
even on this side, Mr. Casey. 

The Board, I think, has made wonderful strides recently in stamp- 
ing out practices which are prevalent on this side. Obviously, it is 
difficult, no matter where you find malpractices to stamp them out. 
Doubly so is it on the other side, but the Board on this side particu- 
larly has investigators who are now looking into many, many things 
that up to now had not been touched upon at all. 

Mr. Casry. On page 11, you make a very glowing statement that 
you interpret a little differently than I do. 

You say: 

Admittedly many factors contribute to the volume of exports but the fact re- 
mains that the most prosperous periods so far as exports to Europe are con- 
cerned have been when rates have been substantially higher than they are at 
the present but rate cutting has been absent and all shippers have enjoyed ex- 
actly the same rates as their competitiors. 

Mr. McArr. Yes, sir. 

Mr. Casey. I would interpret that to mean that when there was lots 
of freight and you did not have to lower your rates to try to get it, 
you kept your rates up. I think that could be interpreted that way, 
too, could it not ? 

Mr. McArr. Yes; that would be a fair way to look at it. 
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Mr. Casey. It could be interpreted that way just as well, could it 
not ? 

Mr. McArt. Yes, but I do not think there is anything inherently 
wrong with getting a rate which is fair to both the party who is doing 
the shipping, which is the exporter, and one which is also going to re- 
turn something better than a new dolar for old as far as the carrier 
is concerned. 

The fact is that we are not thinking about rates being high partic- 
ularly. What we are in now is a depressed period and I can say to 
you that at this moment I cannot think of a single instance of where, 
within the past year anyway, we have increased a rate. They have all 
gone downward in every case. 

Mr. Casey. When was your last downward rate adjustment ? 

Mr. McArr. They are going down all the time. 

Mr. Casey. All the time? 

Mr. McArrt. Yes, but we do not have a general rate decrease, Mr. 
Casey. Rates are changed for the most part and particularly down- 
ward on the application of a shipper or a group of shippers. 

As I say, the actions have not been toward increasing rates. It has 
been just the opposite. 

Here is a press release which was issued on the lst of May. There 
are nine items on there. There are certainly no increases on it. 

Mr. Casey. Does your conference deal with various shipping groups 
as the others do in discussing rates ? 

Mr. McArrt. Oh, yes. We certainly do. We deal with an associa- 
tion whenever we can find such a group to exist. Obviously, it is much 
better from their standpoint and our own to deal with a group rather 
than to go out on the highways and byways and search out shippers. 

I can say to you that we deal particularly with the Canners League 
of California, the Dried Fruit Export Association, the Northwest 
Horticultural Association, and the West Coast Cotton Shippers Asso- 
ciation, and others. Those come to mind immediately. We deal also 
with whatever shipper wishes to come and be heard by the conference. 

Never in the 12 years that I have been with the conference have we 
ever denied any shipper, big or little, to come before the conference 
if he chooses to do so. 

I might say to you that, so far as shippers individually are con- 
cerned, they are very much like myself. I do not like to come and talk 
to you people. I am not a professional witness. They do not seem 
to want to come either. 

Mr. Casey. Youare doing real well. Do not worry. 

Mr. McArt. I do say seriously that some of the smaller people who 
have appeared before the conference, I really feel, although the con- 
ference has made it perfectly clear that they are welcome to come, 
would far better deal with the conference by correspondence than to 
appear before it, but that does not mean that we are ever going to shut 
the door against them. T hey can always come. 

Mr. CASEY. Have you had any applications for rate reductions de- 
nied in the last 12 months when they made a request for reduction ? 

Mr. McArr. I am going to answer your question “Yes.” I am sure 
there must have been, | Mr. ‘Casey. 

Mr. Casey. Do you hear those or do you handle them with a rate 
committee in your conference ? 
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Mr. McArr. They are processed as a rule through a rate committee 
and then by the full conference. In some cases, however, in the case 
of important commodities such as our dried fruit, our canned goods, 
our borate products, all the refrigerated cargoes, cotton, woodpulp, 
and so on, they are handled as a rule by the full conference rather than 
by the committee. A committee might, to a degree, look into the situa- 
tion somewhat but the conference considers some of the basic com- 
modities I mentioned there of such importance to it that the full 
conference must sit in judgment. Many of the commodities that are 
processed by the rate committee are handled by a poll of the member 
lines but, in the event even one objection is received, they are then 
thrown back in to the full conference. 

Mr. Casey. That will be all, Mr. Chairman. Thank you. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. McArt, it is very interesting to note that, in your 
testimony, there has been, as you term it, a downward scale in the 
freight rates. 

Mr. McArr. Yes, sir. 

Mr. Jounson. But I notice that there has been very little said as to 
what is the comparison of rates east westbound and west eastbound in 
your trade area. 

Mr. McArt. Yes, sir. 

Mr. Jonnson. I believe a great amount of traffic deals with auto- 
mobiles, is that true ? 

Mr. McArr. Yes, sir. 

Mr. Jounson. We have had testimony that there is a substantial 
discrimination between rates charged for automobiles exported from 
this country as compared to the rate at which our imports are coming 
into this country. Is that true or not ? 

Mr. McArr. I would not know, Mr. Johnson. I would not know. 
For one thing, the number of automobiles that we transport from here 
to Europe in 1 year you can, figuratively speaking, put in your hat. 
There are no automobile manufacturers out here outside of a few truck 
people in the Northwest and one here in Oakland, but as you can see 
the automobile industry being centered in Michigan most of it moves 
through other gateways so that we have very, very little in the way of 
automobile traffic. 

Mr. Jounson. I should think, though, that in your position you 
naturally would be interested in comparison of freight rates within the 
area whether it is moving eastbound or westbound. It has no interest 
to you, then ? 

Mr. McArr. No, sir. I would like to tell you why. Because the 
traffic which comes from Europe to here is not competitive with the 
traffic that goes from here to Europe and there is no connection as 
between the people engaged in those two different endeavors. In 
other words, we try to keep the exporters from here on an even keel 
and I presume that, insofar as importers are concerned, somebody 
should do the same thing, too. 

Mr. Jounson. If your conference is not interested, I want to say 
that I, as a member of the committee, am certainly interested from the 
standpoint of our economy which is effected by the dumping of prod- 
ucts into our country. How many American-flag vessels are in your 
conference ? i 
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Mr. McArt. We have only one American-flag operator. 

Mr. Jounson. Is that a subsidized line ? 

Mr. McArr. Not yet. They are asking for it. 

Mr. Jounson. Your great competitor, I believe, is Isbrandtsen. 
That is one of your great nonconference competitors ? 

Mr. McArrt. I would put it, one of our competitors. 

Mr. Jounson. One of your competitors ? 

Mr. McArrt. Yes, sir. 

Mr. Jonnson. They are not subsidized for the moment? 

Mr. McArr. No; I do not believe so. They are asking for a subsidy, 
too. 

Mr. Jounson. They come in and say they have no interest in the 
conference or dual rate. That is their testimony. 

I believe you have heard it; is that correct ? 

Mr. McArr. I have understood so; yes, sir. That is correct. That 
is their general policy. 

Mr. Jounson. Then as to the sailing, a scheduled sailing, would 
you fee] that there would be any reduction in the rates charged by 
- conference if the American ship withdrew from this conference 
of yours? 

Mr. McArr. I do not think it would have any effect whatsoever on 
the trade, to be perfectly frank. 

Mr. Jonnson. None whatever? 

Mr. McArt. We have had in the past other American flag-lines 
besides the one we now have. We had one, Isthmian Line, which 
had been with the conference from practically its inception under the 
present agreement, 1930. We had another, American Pacific. We 
had Waterman Steamship, and Pacific Far East Line. There are 
four lines which flew the American flag that were with us and ceased 
cperating. 

In addition, membership was granted to another company called 
the United Fruit Co. They never operated a vessel because they 
sought membership on the basis that they were going to build Amer- 
ican-flag ships in American yards and operate them as an American 
service. They could not possiblly do it on the basis of the rates of 
freight for the foreseeable future that were in this particular trade 
of ours. 

Mr. Jounson. I have no further questions. 

Mr. Garmatz. Mr. Miller. 

Mr. Miter. Mr. McArt, is there an escape clause in the deferred 
rate system that you spoke of early in the testimony? In other 
words, if you could not furnish the service to one of your shippers, if 
he applied to you, would allow him to go outside ? 

Mr. McArr. Under our present agreement ? 

Mr. Mitter. No; under the deferred rebate system were there any 
escape clauses? 

Mr. McArt. Since we do not operate one I do not have a particular 
one in mind, but I would say there would be such an escape clause, 
Mr. Miller. I am sure that our conference would see that there was 
one. 

Mr. Miter. I have been very much interested because all of you 
gentlemen shy away when you talk about putting you under the 
utility type of regulation. You made a great point a minute ago 
about some utilities here and how it works and how it can work. 
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Mr. McArr. Yes, sir. 

Mr. Mirxier. Did we not at one time have in this particular district 
right here in San Francisco competition between two public electric 
utilities up until about less than 30 years ago? You remember when 
the Great Western Power Co. was in here in competition with the 
Pacific Gas & Electric Co., do you not, before | were merged ? 
We were able to work out those things through a utility system. 

Do you think we could do it here some way and get away from 
placing the stamp of law on some of the practices that you try to 
work out now? 

Frankly, to me, the very fact that we are holding these hearings 
and you are here indicates that there is a failure some place along 
the line that jeopardizes the future of the American merchant marine. 

Mr. McArr. Mr. Miller, perhaps I have misconstrued the aims and 
objects of the duties of this committee. The statute which we are 
now investigating, it seems to me, I repeat unless I am mistaken, 
deals solely with a regulatory statute dealing with the activities of 
foreign as well as American carriers. I did not think that it had to 
do with the matter so much of maintaining an American merchant 
marine on the subsidy conditions as it does with the rules that should 
be applicable with respect to conferences and other associations which 
are rate fixing. 

Mr. Miter. Of course, Mr. McArt, I am not a regular member 
of this subcommittee but I would say, as a member of the House 
Merchant Marine and Fisheries Committee, of which this is a part, 
that our primary function is the protection of an American patent 
marine and anything that leads to it and I am rather surprised that 
people like yourself and other witnesses stand before a committee and 
immediately shy off saying, “We only have this” and “We only have 
that” when under the broad interpretation and as a member of the 
House Merchant Marine and Fisheries Committee that frankly is 
going to have to pass upon the report of this committee, I am only 
going to look at it in the effect of how it is going to protect the mer- 
chant marine industry in this country and the American merchant 
marine. I think that that is where, perhaps, some of you might miss 
out. We all have that great obligation on the committee and that is 
the thing with which I am concerned. 

I am rather surprised to hear people come here and do everything 
but take the fifth amendment and say, “That is not my business. I 
only deal with the shipper. I only deal with this,” when what this 
this committee is trying to do is get at the basic facts so that it can 
weigh some of these things and try to interpret, at all times bearing 
in mind that this committee, like a committee of which I am chair- 
man, has to go back to the parent committee for its approval of its 
reports. 

I am certain that the parent committee is going to take the much 
broader view and maybe the difficulty in which you people find our- 
selves now is because you are too parochial. 

I am saying that to you in a very friendly way, not in criticism 
and not only to you but to other witnesses that I have heard here. 

I have no particular questions, Mr. Chairman. In the interest of 
time, I very happily surrender back the 2 minutes I have left. 

Mr. McArrt. Could I make one observation, sir? I would like to 
say to Mr. Miller that you may rest assured that, so far as my con- 
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ference is concerned, we have every good will so far as the American 
merchant marine is concerned. I have never heard any member of 
this conference in any respect whatsoever say that they did not think 
an American merchant marine was important. 

Mr. Mutter. I am certain of that. 

Mr. McArr. I do not want you to think either that I am going to 
try to take the fifth amendment here because that is the last thing 
I am trying to do. 

Mr. Mitter. I have seen so much shying away. Your own state- 
ment says, “I do not know about this. I only represent the carrier.” 
That is your privilege but you, as one who has been a part of this 
industry, certainly have information that would be of value to us if 
you want to give it to us. 

Mr. McArrt. No, I think you got the wrong impression of my re- 
mark in answer to Mr. Johnson’s question. I do not have the in- 
formation, Mr. Miller, because, well, for example, the data just is not 
availabletome. I donot have it. 

Mr. Miuer. Well, I have surrendered the rest of my time. I 
would be very happy to discuss it with you personally. 

Mr. Garmatz. We have one question to keep within the 5 minutes. 

On page 2, you speak about : 

The traffic is bound to be lost by the conference lines unless they open their 
rates and precipitate a violent rate war, or unless shippers are prevented from 
patronizing the outsiders. 

How can you prevent him from patronizing the outsider and who 
is going to do that ? 

Mr. McArr. The conference would see that the shippers agreement 
or the contract with the conference was lived up to under which the 
shippers agree to give us all of their business. It is a question of 
whether they live up to their contracts or whether they breach them. 

Mr. Garmatz. They can deal with no outsider at all but only with 
the conference ? 

Mr. McArr. If the conference is in the trade and the cargo is under 
contract. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Maruirarp. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Yes, Mr. Chairman. 

Mr. McArt, on page 13, you not that: 

The Japanese Government has recently repealed a prohibition in its shipping 
laws against the use of the defered rebate system. 

You make the flat statement and I believe Mr. Downing or Mr. Tollef- 
son asked you a question relevant to that and you said you believed 
or understood that. What is the truth of the assertion there? 

Mr. McArr. As I stated it, I believe that to be true, Mr. Cowen. 

Mr. Cowen. On what do you base your opinion ? 

Mr. McArr. From trade journals, from information that might 
come into my possession in one form or another. 

Mr. Cowen. You believe that it has been repealed ? 

Mr. McArt. That is my information, yes, sir. 

Mr. Cowen. All right, sir. Now, you yourself advocate the de- 
ferred rebate system as a tying device. 

Mr. McArrt. That is correct, yes, sir. 
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Mr. Cowen. And your own conference right now is involved with 
rebates which your principals are paying in foreign countries? 

Mr. McArr. That is what I understand. I have not proven any 
of those things, Mr. Cowen, but I have heard lots of rumors. 

Mr. Cowen. You felt strongly enough about it that you and Mr. 
James and some other gentlemen went there for a conference to see 
what could be done about it ? 

Mr. McArr. That is correct. 

Mr. Cowen. The very thing that you cannot control within your 
conference you are asking that this committee and the Congress 
legalize ? 

Mr. McArr. You mean rebating? 

Mr. Cowen. Yes, sir. 

Mr. McArrt. No, Mr. Cowen, I do not advocate anything of that 
character. 

Mr. Cowen. You advocate a deferred rebate. 

Mr. McArr. Oh, dear. No, a deferred rebate, sir, is only illegal 
because it is prohibited in the statute. 

Mr. Cowen. That is correct. 

Mr. McArr. I am asking that this committee consider. 

Mr. Cowen. Consider legalizing a deferred rebate system ? 

Mr. McArr. Consider the cancellation of, I believe, paragraph 1 of 
section 14, yes, sir; but you misunderstood that point, Mr. Cowen. 

May I explain to you that the kind of rebating that I had in mind 
is when I dig down into my pocket and hand to somebody in a man- 
ner which is also prohibited by law under section 16. That is giving 
back part of your freight rate. I do not mean to legalize that. 

Mr. Cowen. What is the distinction, sir? One is a deferred rebate 
if you will tie in your signatory to your conference for a specified 
period and then at a future period give him back the rebate. 

Mr. McArrt. Yes, sir. 

Mr. Cowen. This other is a rebate that is paid out of pocket at the 
present time? 

Mr. McArrt. Yes, sir. 

Mr. Cowen. One you want to legalize and the other you cannot 
control at the present time within your own conference. 

Mr. McArt. And it is also forbidden by law. 

Mr. Cowen. Granted. 

Mr. McArr. Both of them are. 

Mr. Cowen. Both are forbidden by law. 

Mr. McArr. But you can rebate, Mr. Cowen. Rebating alone is 
not prohibited by law. If my conference were to give to every ship- 
per of canned goods a 10-percent rebate, there is no discrimination 
there. That is still a rebate, but a lawful rebate. 

Mr. Cowen, what I am talking about are illegal rebates. 

Mr. Cowen. When it becomes discriminatory ? 

Mr. McArr. That is right, sir. 

Mr. Cowen. You say that the dual rate system and the conference 
system, as such, treats all shippers, large and small, alike. 

Mr. McArr. That is its intent and purpose; yes, sir. 


Mr. Cowen. And I believe you told Mr. Casey that when these | 


associations came in to ask for revision of a rate your conference rate 
committee sat down with them and tried to work out a formula. 
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Mr. McArrt. That is right. 

Mr. Cowen. Yet the small ordinary shipper has only the recourse of 
writing a letter to one of your underlings, which is not taken up as a 
personal matter. 

Mr. McArr. No. Now, just a minute. I did not say that. That 
shipper can do exactly the same as the association can. I said that in 
my personal belief most of them prefer not to do so, but some do so. 
Some come in to talk to me. Some ask for a hearing or an audience 
before the rate committee. We have a very few who have asked to 
appear before the full conference. 

I thought I made it clear to you, sir, that we have never refused to 
permit anyone to come before the conference. 

Mr. Cowen. All right, sir. I understand that your full conference 
rate committee would. sit down with the Western Cotton Shippers 
Association, say. 

Mr. McArrt, Yes, sir. 

Mr. Cowen. Do you afford that same courtesy to an ordinary 
shipper ? 

Mr. McArt. Yes, sir; we do. That is what I thought I made clear. 

Mr. Cowen. That answers my question. 

Mr. McArr. Yes, sir. 

Mr. Cowen. The foreign carriers bringing in automobiles to this 
area were giving you a great deal of competition difficulty with their 
coming in here and vetting anything they could find to take out. 

Mr. McArr. When the ships become idle, that is right. 

Mr. Cowen. I understood you to say that you had clarified that 
somewhat in that some had joined the conference. 

Mr. McArt. That is right. 

Mr. Cowen. I believe Mr. Casey went along with that thought to 
the effect that when you had competition you invited them into the 
conference and they became members in some instances. 

Mr. McArr. That is correct. 

Mr. Cowen. If every competitor that you had eventually joined the 
conference, you would have a complete ‘monopoly less the charter or 
tramp vessels that carried lumber and grain; is that correct, sir? 

Mr. McArr. Well, we would have all of the lines in the trade. I 
would not say we would have a monopoly because you still have given 
the answer, you still have somebody outside. 

Mr. Cowen. You would have the someone outside who could carry 
the grain or lumber, the open products. 

Mr. McArr. Yes; that is right. 

Mr. Cowen. But every shipper of the packaged product or the type 
of product that the liner trade carries ordinarily would of necessity 
have to be a signatory of your conference ? 

Mr. McArr. Not necessarily. There might be some rugged indi- 
vidualists who would not want to sign the contract. 

Mr. Cowen. How would he transport his product? 

Mr. McArrt. By the very type of carrier which you just said would 
be there and which I said would be there, those carrying the grain 
and lumber. There would be no barrier against them accepting cargo 
which is offered to them. 

Mr. Cowen. Would it not become very close to a cartel or very 
definitely a monopoly in that respect ? 
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Mr. McArr. No; I do not believe it would, Mr. Cowen. The car- 
riers would still be subject to influences which would govern their 
conduct far more so than a true cartel or monopoly. As a matter of 
fact, we are talking about cartels and monopolies, and I have never 
seen one in the shipping business. It is just not possible to have one. 
Even if we had cvacaiean that we would like to see in the way of 
agreements tying shippers, I do not believe the millennium is here. 
I do not think we are going to have perfection. There would still be 
people who would prevent us from having a cartel or monopoly. 

Mr. Cowen. The millennium or the utopian ideal would not include 
monopolies or cartels, would it, sir? 

Mr. McArr. You say “would not’’? 

Mr. Cowen. Or would it? 

Mr. McArr. It might possibly. I do not know. It would be de- 
pendent upon what description you give it of what it is. 

Mr. Cowen. All right, sir. How many penalties has your confer- 
ence assessed in the past year for a violation of your so-called confer- 
ence agreement ? 

Mr. McArr. Oh, seven or eight. If you want I can give you the 
exact number. 

Mr. Cowen. That is close enough. 

Do you know the value of those seven or eight in dollars and cents? 

Mr. McArt. They ranged from $50 in one instance to about $5,000, 
I think, in another, Mr. Cowen. 

Mr. Cowen. That money goes where, Mr. McArt? 

Mr. McArrt. It goes into the conference funds. 

Mr. Cowen. And the conference funds then are used for what pur- 

ose ? 

Mr. McArr. Maintenance of the conference, to pay my salary, pay 
legal fees, and so on. 

Mr. Cowen. It is not divided out pro rata among the members? 

Mr. McArr. No; it is not. We have never given any thought to 
that, Mr. Cowen. We feel that, after all, it costs so much to maintain 
the conference and whatever the penalty might be in that particular 
case, which we do not like to assess, it goes into the general fund. 

Mr. Cowen. So you conference assesses each member so much per 
annum to operate the conference ? 

Mr. McArr. Per month, yes; the same thing. 

Mr. Cowen. Now, these principals of yours who you think are 
illegally rebating, have you been able to assess any fine against them 
for that violation ? 

Mr. McArr. Not yet. That is in the offing. If such a thing is 
proven to the satisfaction of the conference and they are to be judge 
and jury, because that is in accordance with our agreement provisions, 
Mr. Cowen, I can assure you and I would like to be on the record that 
so far as I am concerned I am going to be the first one to see that 
penalties are assessed. 

Mr. Cowen. Where will that money go? 

Mr. McArr. In the general funds of the conference. 

Mr. Cowen. Well, under the method you have just set out would 
not the penalized member be accorded the use of that money that he 
has been penalized if it goes into your general funds? 
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Mr. McArrt. Theoretically and perhaps so that is true, but it 
will not be a major part of the conference overall operating expense. 
I would not regard it much differently than when I pay a traffic fine, 
if I were so unfortunate, in the city here and it goes toward traffic 
enforcement. I have helped pay for it so that even though my fine is 
going to redound to my benefit we have not thought of it in any other 
light than that we want to stamp out the practice. 

Mr. Cowen. Your position on the f.o.b/f.a.s. sales is that you take 
a very definite stand that any productivity of a factory that goes into 
the annals of commerce served by your conference must of neces- 
sity go by your conference vessels ? 

Mr. McArt. No; I did not say that. The productivity of a factory 
or farm or whatever it may be, the conference has no control over that. 
We are talking about the people who sign the shippers’ agreement. 

Mr. Cowen. That was my statement, I believe, sir—that when one 
of your conference signatories is operating a factory, the entire pro- 
ductivity, if it goes into the channels of commerce served by your 
conference, must travel by your conference vessel ? 

Mr. McArr. I cannot answer that categorically “yes” or “no.” I 
think you would have to explain that to me a little as to the products 
of that factory. 

If I may give an explanation, perhaps that owner does not engage 
in foreign commerce. 

Mr. Cowen. Sir, I said the channels of commerce served by your 
conference. 

Mr. McArr. No. 

Mr. Cowen. All right, sir. 

Mr. McArr. They may sell toa middleman. That has always been 
their practice, to sell to a middleman who is not a contract shipper. 
We would not have any control over the products that are sold to that 
middleman who has no dealings with us. 

Mr. Cowen. How about if he sells to a middleman who deals in 
foreign export himself ? 

Mr. McArt. We would have a contract with that man. 

Mr. Cowen. So that that moves within the channels of commerce ? 

Mr. McArr. But it is not binding upon the man who owns the fac- 
tory. It is binding upon the man who has the shippers’ agreement 
with us. 

Mr. Cowen. Mr. James’ firm of Graham, James & Rolph, are attor- 
neys for your conference, are they not ? 

Mr. McArrt. Yes, sir. 

Mr. Cowen. Mr. Chairman, I would like to introduce this letter in 
the record, sir, and read one paragraph from it. It is to the legal 
department of Stokely-Van Camp, Inc., in Indianapolis, and the para- 
graph reads as follows: 

We can assume from your letter that in any case where you know a domestic 


sale is being made to an exporter and you know that that exporter intends to 
ship within the scope of the conference operations, you will not effect the sale. 


It is signed by the attorneys for theconference. That is all, sir. 
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(The letter referred to follows :) 


San Francisco, October 7, 1957. 
Re shipments on Yapeyu. 


Mr. G. Linco_n LEwIs, 
Legal Department, 
Stokely-Van Camp, Inc., 
Indianapolis, Ind. 

Dear Mr. Lewis: Thank you very much indeed for your kind letter of October 
4 with enclosed check in the sum of $400. While your reservation does leave a 
slight loophole, we are sending this down to the conference for their views. 

We can assume from your letter that in any case where you know a domestic 
sale is being made to an exporter and you know that that exporter intends to 
ship within the scope of the conference operations, you will not effect the sale. 
After all, we both are dealing with this matter in good faith and I think that 
is the chief basis upon which the integrity of our conference contract must 
stand. We appreciate your very helpful cooperation in this matter, and you 
will hear further from us as soon as we have heard from the conference. 

Yours very truly, 
GRAHAM, JAMES & ROLPH, 
Attorneys at Law. 

Mr. Jounson. I would like to hear an explanation as to the wording 
of that letter. 

Mr. McArrt. I do not know anything about that letter, Mr. Johnson. 

Mr. Jounson. I think that is pretty strong language to be used in 
a communication. 

Mr. James. This has nothing to do with the Pacific Coast/European 
Conference, Mr. Chairman. It was in a different matter in a different 
trade entirely. 

Mr. Cowen. Might I ask a question ? 

Mr. Garmatz. Yes. 

Mr. Cowen. In what trade was that and in what conference? 

Mr. James. That was the Pacific Coast Caribbean Seaports 
Conference. 

Mr. Cowen. Was it still that f.o.b./f.a.s. situation that existed 
there ? 

Mr. James. I will have to say I assume so, since in every contract 
violation that I have seen in the past few years since this f.o.b. ques- 
tion came up, the shippers always say it was sold f.o.b. and the buyer 
became the shipper or instructed shipment on a nonconference vessel ; 
yes. 

Mr. Cowen. All right, sir. That is all. 

Mr. Garmatz. Thank you, Mr. McArt. 

Mr. McArr. Could I make one more observation, sir? And then 
I would be very happy to leave. 

I would like to dispel what seems to be an impression that this com- 
mittee holds that the Federal Maritime Board does not have the same 
control over foreigners that it has over American-flag ships and also 
with respect to inbound commerce. 

One of the earliest decisions of the Federal Maritime Board’s prede- 
cessor, which was the U.S. Shipping Board, in a case involving ciga- 
rette paper, [ believe, that moved from France to the United States 
in its formal docket No. 13, 1 U.S.M.C. 100, the Shipping Board in 
that case assessed against the French Line reparations in the amount 
of $47,856.98, with interest at 6 percent, because they found that there 
were violations of two important sections of the Shipping Act—sec- 
tions 16 and 17. Those are the two—plus 14—which, I would like to 
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i upon you, gentlemen, apply to every carrier irrespective of 
its flag. 

So Tak, there is control not divided. It is the same with respect 
to the inbound commerce and the outbound commerce of all carriers. 

Mr. Casey. I would like to ask one question then. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Do you think, then, that the Maritime Board is not exer- 
cising the authority that they should exercise ? 

Mr. McArr. In my opinion, Mr. Casey, a great deal more could be 
done than has been done in that respect. I think they could do more. 
That is the reason why I said to you that I do think that they are im- 
proving because in some respects the investigations that are now being 
conducted to cut out many of the malpractices over here is a real step 
in the right direction. They could still go further in that respect. 

Mr. Casey. All right,sir. Thank you. 

Mr. James. Mr. Chairman, because that letter that is now in the 
record may be used to support the proposition that Mr. Cowen put 
to Mr. McArt, may I explain that letter? 

Mr. Garmatz. You stated that it had nothing to do with this con- 
ference, so that I think that should suffice. 

Mr. James. I am afraid that it is going to be misused. 

Mr. Garmatz. How long would it take? 

Mr. James. About 2 minutes. 

We have never construed with any shipper that all of his products 
must be shipped on conference lines. In each case it has been a ques- 
tion of whether or not a shipment made on a nonconference line was 
in fact a violation of the contract. 

We have investigated every situation, including the Stokely-Van 
Camp situation very carefully before concluding that it was in fact 
within control of the shipper to ship it on the conference lines and 
that was the case with Stokely-Van Camp. 

Mr. Garmartz. Isthat the end of your statement ? 

Mr. James. Yes. Thank you. 

Mr. Garmatz. Thank you very much. 

Will you take the stand? 


STATEMENT OF LEONARD JAMES, COUNSEL, PACIFIC COAST EURO- 
PEAN CONFERENCE AND PACIFIC LATIN AMERICAN CON- 
FERENCES 


Mr. Zincxke. Mr. James, you now say that your conference practice 
with respect to export shipments only applies to cases of potential 
violations, is that correct ? 

Mr. James. I do not understand your question. 

Mr. Zincke. You said that this letter did not mean what it says. 

Mr. James. I did not say that. 

Mr. Zincxe. I call your attention to the first sentence of the second 
paragraph and ask you whether that is limited in any fashion ? 

Mr. James. I am just repeating what he said in his letter. I said, 
“We can assume from your letter that in any case where you know 
a domestic sale is being made to an exporter and you know that that 
exporter intends to ship within the scope of the conference opera- 
tions, you will not effect the sale.” That is what he said in his letter. 
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Mr. Zincxe. There was prior correspondence from you? 

Mr. James. There certainly was. I would be happy to send it to 
you. : 
Mr. Zincxe. What was the substance of the prior correspondence ? 

Mr. James. I would much prefer to furnish that correspondence 
rather than to recall what the substance was; but we have never said 
to Stokely-Van Camp or anybody else the suggestion that was made 
by Mr. Cowen that all of the production of their factory exported in 
our particular trade must go on conference vessels. 

Mr. ZrncxkeE. I will read further from the letter : 

After all, we both are dealing with this matter in good faith and I think that 
is the chief basis upon which the integrity of our conference contract must 
stand. 

Mr. James. Yes. 

Mr. Zincke. You were referring back to the sentence of the letter 
in which it was your understanding and agreement that— 
in’ any case where you know a domestic sale is being made to an exporter and 
you know that that exporter intends to ship within the scope of the conference 
operations, you will not effect the sale. 

Mr. James. And I might say this 

Mr. Zincxer. Is that the reference in the latter sentence? The ref- 
erence is to the former sentence, is it not ? 

Mr. James. That is correct. 

Mr. Zincke. So that it was your understanding and agreement 
with Stokely-Van Camp that under the conference contract where 
you know that a domestic sale is being made to an exporter and you 
know that exporter intends to ship within the scope of the con- 
ference operations, you will not effect the sale ? 

Mr. James. That is correct. 

Mr. Zinckxe. That was your understanding with Stokely-Van 
Camp ? 

Mr. James. That is what he said he would do. 

Mr. Zinckxe. That was your agreement with Stokely-Van Camp? 

Mr. James. That is correct. 

Mr. Zincke. That is all, Mr. Chairman. 

Mr. James. Because in that particular situation where Stokely- 
Van Camp had sold to a third party, departing from their normal 
course of conduct for the purpose of shipping on an outside vessel, I 
construed that to be evasion of their contract with us. We had dis- 
cussed this at quite substantial length. 

Mr. Zincke. You area lawyer, Mr. James. You use language to ex- 
press your meaning. 

Mr. James. I was quoting what he said tome. 

Mr. Zincke. He was a lawyer and he was using language to ex- 
press your mutual meaning. 

Mr. James. He knew what our agreement was. 

Mr. Zrncke. That is all, Mr. Chairman. 

Mr. Garmatz. Thank you. 

Mr. Joseph Sinclair, director, World Trade Department, Commerce 
and Industry Association of New York. 

You may proceed, Mr. Sinclair. 
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STATEMENT OF JOSEPH A. SINCLAIR, DIRECTOR, WORLD TRADE 
DEPARTMENT, COMMERCE & INDUSTRY ASSOCIATION OF NEW 
YORK, INC., NEW YORK, N.Y. 


Mr. Stncuatr. My name is Joseph A. Sinclair. I am director of 
the World Trade Department of the Commerce & Industry Asso- 
ciation of New York, Inc., 99 Church Street, New York, N.Y., the 
recognized chamber of commerce for the New York area which has a 
vital interest in matters relating to our international commerce. The 
membership of the association, which comprises a cross section of 
industrial and business firms in the New York area, includes some 
2,000 firms directly engaged in international trade. Of these, about 
§0 percent employ less than 100 people and one-half of them less 
than 40. 

Because of the importance of the subject to our shipper members 
and to the port of New York, the association has been studying the 
conference system and the operations of steamship conferences for 
almost 5 years. 

I might interject that, of course, our views are based on our experi- 
ence and knowledge of operations on the Atlantic coast which appar- 
ently vary, due to conditions and practices of the conferences, con- 
siderably from those here. 

Due to force of circumstances, I find myself appearing here rather 
than in New York as we had originally planned. 

Our primary objectives were to ascertain the value of the conference 
system to American business, to seek possible alternatives which might 
result in similar advantages to our economy, and to obtain improve- 
ments in the methods under which conferences are administered. 


WIDE SUPPORT OF CONFERENCE SYSTEM 


After our examination of the subject, it is the considered opinion 
of this association that the conference system substantially contributes 
to the stability of rates and regularity of service, provides needed pro- 
tection for the American merchant marine and is in the best interest 
of the national economy. That this view is supported by a majority 
of those engaged in international trade in the United States is clearly 
shown by the results of a national survey conducted in 1954 by our 
association to ascertain the views of the shipping public with respect 
to steamship conferences and their operations; 77 percent of the re- 
spondents to that survey expressed support of the conference system 
in principle; 84 percent expressed the belief that the conference sys- 
tem results in stability of rates; 83 percent in regularity of service, 
and 71 percent in equality of treatment of contract shippers. 

Regarding the dual rate system, our survey did not indicate any 
strong conviction among shippers of its advantages at least to them, 
but this reaction could be iis, in part at least, to the prevailing 
uncertainty of its legality. Regarding the differences between con- 
tract and noncontract rates as expressed by those favoring the dual 
rate system no clear pattern emerges, from which it may be concluded 
that the generally prevailing difference of 10 percent has stood the 
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test of time and for that reason alone is effective and satisfactory; 
it was favored by 61 percent of those specifying a differential. 

Our study of the subject has developed no satisfactory alternative 
to the dual rate structure to provide an effective and needed incentive 
for shippers to support conference operators and to incur the obliga- 
tions of entering into merchants rate agreements (conference con- 
tracts). 

I might interject that we did discuss very briefly the deferred 
rebate program but did not comment on it here nor discuss it at any 
great length because of its present prohibition. 

Practically all shippers expressed the firm belief that clarification, 
either by legislation or regulation of the rights and obligations of 
both carriers and shippers is essential to the continuing success of the 
system. Most criticisms are directed against some of the practices 
of the conferences rather than against the system itself. Such clari- 
fication, therefore, must provide for uniform conference contracts 
and the elimination of any conditions or administrative practices 
which may give even the impression of possible discrimination in the 
administration of conference operations. 

Unfortunately, as Mr. Galloway pointed out, some of the confer- 
ences have done nothing in the way of public relations. On the con- 
trary, they seem to give very little information to the public or at 
least as little as possible regarding their activities, thus creating 
doubts that the basic tenet of the conference system, namely, equal 
treatment of all conference shippers, is in fact being carried out. 


Exc.usivE PATRONAGE CLAUSE 


Exporters in the United States have been greatly concerned as to 
application of the exclusive patronage clause of steamship conference 
contracts. Decisions of the Federal Maritime Board in December 
1955 and in February and June 1956 have not aided in clarifying the 
issue because of inconsistencies in those decisions. 

We suggest that the application of contract or noncontract rates 
and the responsibility of contract signatories under the exclusive | 
patronage clause should be determined in accordance with the follow- 
ing: 

1. The sales or other agreement between seller and buyer as to 
control of ocean transportation and selection of the carrier shall be 
the governing element in determining the actual shipper. 

2. Terms of sale (c.i.f., f.o.b., c. & f., f.a.s., or other term of price 
quotation), transfer of title, or retention of security title shall not be 
determinants. 

3. When selection of carrier is made by the seller, he shall make | 
shipment in his own name and it shall be deemed his shipment. 

4. When carrier is selected or specified by the foreign buyer, the 
shipment shall be deemed a shipment of the buyer, who shall appoint 
an agent to act in his behalf. Such agent may be an independent 
ocean freight forwarder, the seller or any other person. Such agent 
shall represent himself as other than the principal by indicating on 
the ocean bill’of lading the legend “agent of (name of buyer or con- 
signee)” following his name. 

5. Contract rates shall be applied in conformity with the confer- 
ence signatory status of the shipper. Thus, a signatory seller shall} 
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make his own shipments and any shipments as agent in behalf of a 
signatory buyer on conference carriers and such ‘shipments shall be 
entitled to the contract rates. Further, a signatory seller may make 
shipments as agent in behalf of a nonsignatory buyer either on con- 
ference vessels at the noncontract rates or on nonconference vessels. 
In like manner, a nonsignatory seller may use nonconference carriers, 
or conference carriers at noncontract rates, for his own shipments, 
while also using only conference carriers at contract rates for ship- 
ments as agent ofa signatory buyer. 

6. Conference ¢ carriers shall accept the exporter’s declaration that 
- is the shipper in fact, or is acting as agent for the buyer, as the 

‘ase may be, but any misdeclaration shall be deemed in violation of 
section 16, Shipping Act of 1916, as amended. 

Conferences shall execute shippers’ contracts only with princi- 
vals 
AFFILIATES AND SUBSIDIARIES 


8. No conference contract shall, without signatory’s consent, directly 
or indirectly, obligate any or all affiliated, ‘subsidiary parent or con- 
trolled companies “of the contract signator y to the contract, whether 
or not such companies are domiciled in the United States; however, it 
shall obligate the contract signatory’s agents either here or abroad, 
since the agent is an instrument of the principal. 

The next section on this heading numbers 9 to 11 we would like to 
place in the record because it is the basis of some of the complaints 
of shippers. On the other hand, we do not feel that it comes under a 
legislative program but rather is a regulatory matter. 


LIMITATION TO PORTS SERVED REGULARLY 


9. Contracts should limit the loading ports under individual con- 
ference jurisdiction to those ports specifically named and normally 
and regularly served by one or more member carriers; the jurisdic- 
tion of any one conference and the ports named in the contract shall 
not be broader than: 

(a) United States and Canadian Great Lakes ports; 

(6) United States North Atlantic ports north of Hatteras to 
Portland; 

(c) United States South Atlantic ports south of Hatteras to 
Key West; 

(d) United States Gulf of Mexico ports; or 

(e) United States and Canadian Pacific Coast ports. 

In respect to those ports not specifically named in the contract, the 
carrier should have the privilege of accepting cargo for loading at 
such ports or equalizing inland transportation charges with nearest 
named ports; in the absence of either alternative the shipper should 
have the privilege of using without prejudice a nonconference car- 
rier at the unnamed port. 

Whenever the conference after 48 hours notice cannot provide a 
vessel sailing from a designated port within 10 days after the date 
desired by the shipper the shipper shall have the right to use without 
prejudice a nonconference carrier from such port. 

10. Contracts should limit the discharge ports subject to a specific 
conference jurisdiction to those named ports normally and regularly 
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served by one or more member carriers. Cargo for any port not 
named in the contract, but within the range of ports regularly served 
by the conference, should be offered for acceptance by conference 
and refusal thereof should permit shipper to use nonconference car- 
rier to ship to unnamed port without prejudice. 

11. In the case of any discharge port served by the conference only 
by transshipment, shippers shall have the right to obtain direct serv- 
ice by nonconference carrier without prejudice. 


EXEMPTIONS FROM CONTRACT 


12. Conference contracts shall not make it obligatory for the con- 
tract signatory to ship exclusively on conference vessels in the case 
of— 

(a) Shipments made on vessels owned or chartered for the 
exclusive use of shipper ; 

(6) Commodities specifically excluded by name in the contract ; 

(c) Commodities for which the rates are “open” ; and 

(d@) Commodities shipped in full cargo lots. 


RENEWAL AND CANCELLATION 


13. Contracts should be for a term of 1 year without automatic 
renewal; renewal to be effectuated by having conference obtain from 
each shipper a signed acknowledgment of renewal (or letter having 
the same effect), said acknowlecgment to be mailed to shipper not 
less than 60 days prior to termination date. 

14. Contracts may be canceled by shipper on due notice to the con- 
ference during the contract period under the following terms and 
conditions: 

(a) If one or more carriers resign from conference membership. 

(6) Coincidental with any rate increase, under the conditions 
specified hereafter. 

(ec) Coincidental with any change in conference rules, regulations, 
or provisions which significantly diminish the benefits or increase the 
obligations of the shipper. 

(d) For any reason, 60 days after notice is given by shipper. 


PENALTIES 


15. Penalties for breach of contract. should be standardized and 
specified in all contracts, not only for violations by shippers but also 
for those by carriers. 

However, to be effective and to avoid discrimination through lack 
of application of such penalties, the Federal Maritime Board must 
be in a position to enforce penalties against both shippers and carriers. 


PUBLICATION OF TARIFFS AND RATE CHANGES 


16. Each conference should publish tariff schedules of rates and 
conditions; said tariffs should be available to every shipper at a rea- 
sonable subscription cost, not to exceed $20 per tariff (or per year), 
including adequate supplements thereto. 
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In New York, for example, only one group of conferences now 
publishes tariffs available to shippers. For more than 6 years our 
association has been endeavoring without success to persuade the 
other conferences in New York to make their tariffs available to 
shippers and other interested parties at a nominal charge. At pres- 
ent, distribution of such tariffs is limited to member lines, their agents, 
and to certain Government agencies. As we pointed out to one of the 
conference chairmen : 

Your member lines must be aware that an increasing number of shippers, 
particularly in New York and the Middle West, are becoming resentful of the 
unwillingness of the conferences to change their policy in this regard. Since 
no sound reason has been given for that policy, shippers naturally assume that 
the conferences are attempting to hide discriminatory practices. 

17. Notification of all rate changes, including “emergency” rates, 
should be sent, immediately upon agreement and before they become 
effective, to all affected shippers and transmitted for publication to 
appropriate newspapers and trade periodicals. 

18. Tariffs should be simplified and use uniform classifications and 
basis of affreightment; rates should be unified on the basis of 100 
pounds or per cubic foot measurement. 

19. Notice of rate increases should be given by a conference in 
writing not less than 60 days before the effective date. If the shipper 
wishes to notify the conference of the unacceptability of an increase 
and his intention to cancel his contract, he should do so not less than 
40 days before the effective date. Not less than 20 days before the 
effective date the conference should notify the shipper whether the 
increases are to be modified or withdrawn. 


UNIFORM CONTRACTS 


To assure equitable and reasonable conditions in conference con- 
tracts and substantial uniformity in their application, all conference 
contracts should be required by law or regulation to embody the 
above recommendations. The language used in all contracts should 
be uniform in respect to the basic principles. 


SHIPPERS ADVISORY BOARD 


Certain industries have “rate committees” which work closely with 
some of the conferences. Other shippers must depend on an individ- 
ual approach to the conferences to discuss their problems, and the feel- 
ing is prevalent that, for the small shipper at least, consideration 
from the conferences is almost always negative. We believe, there- 
fore, that conference advisory committees, made up of representa- 
tives of large and small firms from various industries and appointed 
perhaps by the leading chamber of commerce or general business as- 
sociation in each city where conferences are headquartered, or, as a 
matter of fact on any other reasonable basis of appointment, should 
be recognized and consulted by the conferences before changes in 
rates or practices are made. Such committees should be advised at 
least. 10 days in advance of the subjects to be considered at confer- 
ence meetings. The committees would also have the duty of consider- 
ing complaints or requests from individual shippers, and, when in 
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agreement, of supporting such requests before the conference. In the 
case of dissatisfaction with the actions of a conference, the committees’ 
views should receive immediate consideration by the Federal Mari- 
time Board. Such advisory groups would (1) eliminate the special 
consideration which many shippers feel are now given to industries 
which have rate committees, (2) provide direct representation of 
both large and small shippers, (3) reduce any attempts or appearance 
of discriminatory action on the part of carriers, and (4) provide 
direct contact between exporters and the Federal Maritime Board. 

We believe that adoption of these recommendations defining more 
clearly the rights and obligations of both parties will remove many 
of the doubts and misunderstandings which have impeded the opera- 
tions of the conference system and that such clarification will very defi- 
nitely strengthen the system itself to the benefit of our commerce. 

We wish also to express our appreciation for the intelligent and 
careful consideration which your committee here is giving to this ve ry 
important subject. 

Thank you. 

Mr. Downrne (presiding). Mr. Tollefson ? 

Mr. Totiterson. You speak of this survey nationwide. Was this in 
the form of a letter? 

Mr. Srncuiarr. It was in the form of a questionnaire; yes. 

Mr. Totiterson. Were there quite a number of them sent out? 

Mr. Sincuatr. There were between 5,000 and 6,000. 

Mr. Totterson. They were sent all over the United States? 

Mr. Srnciair. All over the United States, but predominantly in the 

sastern part of the country. 

Mr. Tortierson. That is understandable. I understand that your 
group approves the conference system. You say you have found no 
alternative to the dual-rate system ? 

Mr. Srncuair. Other than the deferred rebate system which we did 
not consider because of its legal status. 

Mr. Totterson. Then you made some suggestions just to correct 
practices. Your feeling is that the bulk of the criticisms, if not all of 
them, are directed not so much against the present conference system 
as they have been directed to individual instances or practices? 

Mr. Srnciam. That is correct. 

Mr. Totierson. I have no further questions, Mr. Chairman. 

Mr. GARMAtZ (presiding). Mr. Downing. 

Mr. Down1inG. On page 2, you state that “Most criticisms” of your 
group “are directed against some of the practices of the conferences 
rather than against the system itself.” Could you clarify that a little 
bit more ? 

Mr. Srvciarr. Of course, on the east coast, I would say the chief 
criticism is against the lack of publication of tariffs, the availability 
of tariffs. 

Mr. Downine. And the things that you mentioned in the statement ? 

Mr. Stncuair. Yes. 

Mr. Down1na. You also state on page 3, item 4, that when a carrier 
is selected or specified by the foreign buyer, the shipment shall be 
deemed a shipment of the buyer. Now, how is the conference going 
to know who specifies the mode i in which the shipment is to be made? 

Mr. Srnciatr. They are going to have to ascertain that from the 
shipper if they have doubts about it. 
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Mr. Downina. And they will have to take his word for that state- 
ment? 

Mr. Srncuarr. That is right. 

Mr. Totierson. Or disbelieve him? 

Mr. Srncuarr. Or disbelieve him and require proof, yes. 

Mr. Downtna. And you believe that the Federal Maritime Board 
should be given the authority to enforce penalties against both the 
shippers and the carriers / 

Mr. Stnciarr. That is right. 

Mr. Downina. Would they be money penalties ? 

Mr. Stnciatr. Presumably so. 

Mr. Downtna. That isa very interesting statement. 

That is all the questions I have at this time, Mr. Chairman. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Marut1arp. Yes, thank you. 

I think this is a very interesting statement and I would like to say, 
Mr. Sinclair, that the specific suggestions are very helpful to the 
committee. We have not been getting very many of them. 

I am a little concerned. Although I can understand the reasons 
for every point in here, I wonder if you take all of those provisions 
together if you have not shot the system so full of holes that it is 
just about a dead duck. 

Take No. 8, for example. Would you not just invite by that 
provision the establishment of subsidiaries or associates for the pur- 
pose of evading the contract when it suited your purpose? Would 
that not just be almost a direct invitation to do that particularly for 
a large company that could afford to do that? 

Mr. Srncuarr. That is on the proposition that such large companies 
are inclined to evade their responsibilities, which I do not think is a 
general rule. I think it is the exception. 

Mr. Maiuirarp. It may be the exception but I would be afraid that 
somebody is going to take advantage of it. 

Mr. SINCLAIR. ‘People apparently are taking advantage of the pres- 
ent procedures anyhow. It is not to be expected that one corporation 
can assign a contract on behalf of another; because of the mere fact 
that it is an affiliate does not give it the right, as I would understand 
it, to sign a contract for a separate corporation which many affiliates 
are. 

Mr. Marut1arp. I suppose not, but I would imagine that the con- 
ference could simply say, “We will not sign unless you sign up the 
whole complex,” if it is closely allied, but ‘if we put a provision like 
that in the law and regulation they w vould not be able to do that. 

I think in some circumstances such a proposal would be entirely 
sound, but I would just be afraid that somebody would use this as 
a devise to be able to go whichever way they wanted to go. 

Mr. Stncuarr. I should point out perhaps that these recommenda- 
tions are the results of a continued study by a group, one of our 
committees, made up of representatives of large shippers, no carriers 
and no smail firms. 

All of these companies are very vitally concerned that the con- 
ference system be maintained. 

Of course, from the standpoint of the conferences, the ideal which 
has been expressed here would be that every pound of goods that 
came out of the United States would go on a conference vessel. 
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From the standpoint of shippers, the idea would be if they could 
jump from conference to nonconference at will. 

Some clarifying rules which we apparently lack at the present time 
must be established. They are not going to please everybody com- 
pletely. They are certainly not going to be perfect. I am sure of 
that. ; 

Mr. Mariurarp. Would you concede, Mr. Sinclair, that these points 
that you have made are an attempt to meet the objections of the ship- 
pers to present practices and may be slightly loaded in that direction 

Mr. Sinciarr. Since they were prepared by shippers, I would have 
to concede that; yes. 

Mr. Maiu1arp. I think they are very helpful to us because each 
one points up some particular practice that apparently has been 
objected to, but I fear that, if we accepted them in a package, we 
would not have any dual rate system left at all. 

Mr. Srncxam. I do not feel that way. We have studied it a long 
time, and, as I say, there is still the basic idea of maintaining the con- 
ference system and strengthening it and not destroying it, and I am 
convinced that we have given it enough study that we do not feel 
that the result you speak of would follow. 

Mr. Mariutarp. I am satisfied that if you could assume 100 percent 
good faith by all participants that these would be probably a pretty 
acceptable set of rules, but I do not think that I would be willing to 
assume that. 

Mr. Srnciatr. You have to assume 100 percent good faith on the 
part of the carriers as well as the shippers. It applies both ways. 

Mr. Maiuurarp. I think you have made a statement which will be 
very helpful to us, Mr. Sinclair. We are glad to have a New Yorker 
out in California. 

Mr. Srncrarr. It is nice to be here. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Sinclair, the results of your survey, you state, were 
that it did not show any strong conviction among shippers of the ad- 
vantages of the dual rate system. What did it show? Did it show 
that they preferred a conference without a dual rate system ? 

Mr. Sincxiarr. No; it did not. But only 61 percent of the respond- 
ents specifically expressed endorsement of the dual rate system. 

Mr. Cassy. Did they give any indication as to whether they thought 
the carriers needed a tying arrangement or did they express an oppo- 
sition to a tying arrangement ? 

Mr. Srncrarr. No. 

Mr. Totierson. Would the gentleman yield, because a question 
came to my mind. 

Mr. Casey. Surely. 

Mr. Totterson. When you say there was no strong feeling, was that 
because only 61 percent of them favored it? 

Mr. Srnciarr. That plus the fact that there were no additional 
or strong comments as there were on some other points. 

Mr. Totterson. Thank you. 

Mr. Casry. I believe you did make some reference to the 100 per- 
cent patronage. Did they object to the 100 percent patronage? 

Mr. Srxcuam. We had no question of angling but the full patron- 
age clause, no question of any 90 percent basis. 
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Mr. Casey. You had what? 

Mr. Srncratr. We only referred our question there to the standard 
patronage clause in the contracts. 

Mr. Casey. Do they object to the 100 percent patronage clause? 

Mr. Srncrair. I have heard no objections. 

Mr. Casry. They would not object if all these other things were 
adopted ? 

Mr. Stncuatr. Certainly not. 

Mr. Casey. What if they were not adopted? Do you think they 
would then object to the 100-percent patronage clause ? 

Mr. Stncriatr. There have been no objections, to my knowledge, on 
that phase. 

Mr. Casry. You said they had great concern on it. I was just 
wondering what their concern was as to the application of the exclu- 
sive patronage clause. Was that with reference to these suggestions 
that you make where they are possibly being charged penalties or 
endeavoring to be charged penalties due to some of these things you 
are trying to clear up on ‘this c.i-f., f.0.b. proposition ? 

Mr. Stncuair. Basically, I think it was the uncertainty of just 
what the present obligations of the shippers are. 

Contrary to what has been said by others, I do not see how an 
American seller can be expected to be responsible for a shipment 
which is not his shipment in the sense that he has no control of the 
routing. 

Mr. Casey. But you gather from either the lack of any expression 
or possibly some affirmative expression that the shippers themselves 
feel that the carriers need some tying arrangement in order to have 
an effective conference ? 

Mr. Stncrarr. Very definitely. 

Mr. Casey. And they have no objection to the 100-percent tying 
arrangement ? 

Mr. Srncratr. No. 

Mr. Casry. I have no further questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Sinclair, from your testimony and I think it is 
the testimony that has been given by many other witnesses, for this 
conference system to really be effective there must be a clear, concise 
contract, a contract that 1s enforcible both on the part of the signa- 
tory and on the part of the line. Do you agree with that? 

Mr. Srncratr. I do. 

Mr. Jounson. And a contract without penalties is rather difficult 
toenforce. Do you agree with that? 

Mr. Stncratr. Yes. 

Mr. Jounson. In your page 6 dealing with penalties, where you 
leave it to the Maritime Board as to the penalties collected, do you 
mean that that would go to the U.S. Government ? 

Mr. Stncuarr. I really cannot answer that. 

Mr. JoHnson. Because you would not name them as the collection 
agency, would you? 

Mr. Srncuatr. No, sir; I perhaps should say, to see that there is 
enforcement of penalties. 

Mr. Jounson. I just follow with the thought, what, in your opinion, 
would be the attitude of your people, those that are engaged in the 
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international trade, if a performance bond were required both on 
the part of the shipper and by the carrier with stipulated liquidated 
damages ? 

Mr. Stxcuair. I really do not see any necessity for that. 

Mr. Jounson. Was that ever discussed by your committee? 

Mr. Stncrair. No. 

Mr. Jounson. I have no further questions. 

Mr. Garmatz. Mr. Miller. 

Mr. Mitter. I would just like to join Mr. Mailliard in saying that 
we are very glad to have a New York visitor in the area. 

I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have no questions. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zrncxe. I have no questions, sir. 

Mr. Garmatz. Mr. Sinclair, I am sure that Chairman Bonner would 
be interested in your statement. 

Would it be possible for you to come to Washington at a later date? 
You say you have made a 5-year study. We would like to go into 
more detail as to how you arrived at these things. You have a lot of 
constructive suggestions there. 

Mr. Srvciarr. Certainly. Some of the members of my committee 
can come and discuss these in detail. 

Mr. Garmarz. If you would care to bring them to Washington we 
would be happy to have them. 

We want a little more detail as to how you arrived at these sug- 
gestions. 

Thank you very much. 

Mr. Stncuarr. Thank you. 

Mr. Garmatz. Mr. A. Dean Johnson, president, Volkswagen Wash- 
ington, Inc., Seattle, Wash. 


STATEMENT OF A. DEAN JOHNSON, PRESIDENT, VOLKSWAGEN 
WASHINGTON, INC., SEATTLE, WASH. 


Mr. Garmatz. All right, Mr. Johnson. You may proceed. 

Mr. A. Dean Jonnson. Thank you, Mr. Chairman. 

Your witness is the president of Volkswagen Washington, Inc., a 
Washington corporation distributing Volkswagen products in Wash- 
ington, Alaska, and the panhandle of Idaho. Under a previous name, 
this organization functioned as an importer. 

I should say that when we functioned as an importer we purchased 
our products on an f.o.b. basis, f.o.b., Hamburg, but in 1955 the Volks- 
wagen factory established an American corporation entitled Volks- 
wagen of America, Inc., which assumed the functions of importer and 
Volkswagen Washington became a consignee of the product instead 
of importer. At the time of this reorganization, it was agreed that 
the consignee could pay for his shipment (and that the title to the 
merchandise would accordingly pass) 5 days prior to the vessel’s ar- 
rival in port. It was also agreed that it should be the responsibility 
of the consignee to supervise the discharge of his merchandise and 
pay for all terminal charges. 

Since that time, there has been a gratifying acceptance of the Volks- 
wagen inthe U.S.A. Although it is insignificant in comparison with 
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the domestic car market, the sale of VW’s in the United States now 
constitutes a large part of the trade betw een this country and West- 
ern Germany. At the present time, we are informed that the ship- 
ments to Volkswagen Washington eolacitiath the largest dollar of 
European mere handise entering through the port of Seattle. The 
shipments have increased from less than 100 units per month in 1955, 
when we functioned as an importer, to an average of 350 per month 
in 1959. Because of unsatisfied demand, the products are back or- 
dered and customers wait impatiently for several months between the 
time of order and delivery. Consequently, rapid and efficient han- 
dling is very important to this operation. 

Since 1955, there has been a progressive and painful increase in the 
cost of shipping and discharging the merchandise. Ocean freight 
and insurance charges have increased 35 percent while terminal 
charges for the passenger cars and trucks have increased 100 percent 
and 129 percent, respectively. This alarming increase in the costs of 
shipping and discharging has imposed serious problems in regard to 
financing the operation and m: uintaining favorable inventories of the 
product “for the convenience of the dealers and customers throughout 
the distribution territory. 

When this distributor functioned as an importer, it was possible to 
exert some control over shipping and terminal contracts. As con- 
signee, responsible for acceptance of the merchandise and payment of 
terminal charges, it operates at considerable disadvantage. ‘The serv 
ices perfor med for the consignee by the terminal oper ator are charged 
in accordance with the published tariffs of the port of Seattle, but due 
to one of the customs of the trade, the terminal operator submits his 
bill to the steamship company rather than to the consignee. In turn, 
the steamship company charges the consignee according to measure- 
ment rather than weight and realizes a significant profit over the 
actual charges made by the terminal operator. This has amounted to 
many thousands of dollars in the past 4 years. The published tariffs 
of the port of Seattle for terminal charges have progressively in- 
creased from $4.44 per 2,000 pounds on May 1, 1955, to $7.12 per 2,000 
pounds on July 1, 1957. Although this increase has narrowed the 
difference between the actual charge and the charges billed to the 
consignee by the shipowner, the overcharges remain significant and 
very painful. At the present time, the overcharges per passenger 
car and truck are, respectively, $1.77 and $3.89 per unit. The over- 
charges for eight shipments received between August 1958 and March 
1959 totaled $7,360, or $920 per shipment. 

The shipping executives of the Volkswagen factory acknowledge 
our grievance and deplore the custom of the trade which makes this 
chicanery possible. They have agreed to rebate the difference to us 
and on May 22, 1959, we received checks to cover overchar ges on eight 
shipments between August 1958 and March 1959. Although this is 
very gratifying, it falls far short of compensating the consignee for 
the overcharges exacted over the period from May 1955 to - August 
1958. 

It is apparent from that that the factory is without power to alter 
the custom of the trade or the port and that the shipowners will con- 
tinue to bill the consignee for services performed for him by the ter- 
minal operator. 
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In this context, it should be noted that the Hanseatic Vaasa, Wall- 
enius, and Oetker Lines under contract to the Volksw: agen factory for 
the transport of Volkswagen products to the consignee are not pub- 
lished members of any inbound conference to the port of Seattle, al- 
though they are charging us by this device rates for terminal opera- 
tions which are specified by the conference. 

In the course of its efforts to obtain relief from this extortion, the 
consignee has received attractive offers from other terminal operators 
in the ports of Seattle and Everett. The offers have quoted rates for 
wharfage, handling, and service significantly below the tariffs pub- 
lished by the Northwest Marine Terminals Association. As con- 
signee rather than importer, this organization has been powerless to 
take advantage of these offers. It has transmitted the offers to the 
importer, Volkswagen of America, with the request that shipments be 
directed accordingly. 

In due time, Volkswagen of America executives appeared and in- 
spected the facilities of the competing terminal and decided to dis- 
charge a vessel there, on a trial basis. Although this terminal has 
demonstrated superior performance in the rate of discharge, efficiency, 
and economy effected for another imported car distributor, it is being 
subjected to tremendous pressure to revise its tariffs in accordance 
with those published by the Northwest Marine Terminals Association. 
In this context, it should be noted that when the NWMTA revised its 

tariffs in the spring of 1957, it was frankly admitted that the in- 
crease in rates was not due to increased cost, but simply for the pur- 
pose of conforming to the rate practice in C alifornia ports. For this 
organization, V olkswagen Washington, currently sustaining the cost, 
humiliation, "and inconvenience of an antitrust litigation with the 
Government of the United States, this development constitutes a para- 
dox of the first water. 

In conclusion, may I submit the following comments in response to 
article 5 of the committee’s original questionnaire. We would wel- 
come any development which w ould (1) define and prescribe the func- 
tions of the terminal operator, (2) prohibit collusion between termi- 
nal operators and between terminals and shipowners, and (3) clarify 
the passage of title and the rights of the consignee to contract for and 
control the discharge of his merchandise. 

Thank you very much for your patience and the opportunity to pre- 
sent this problem for your consideration. 

Mr. Garmatz. We will let the gentleman from the State of Wash- 
ington question the gentleman from Seattle, Wash.; Mr. Tollefson. 

Mr. Torterson. Thank you, Mr. Chairman. I do not have very 
many questions to ask. 

This statement deais with the specific problem that you have rather 
than with the dual rate problem that confronts the committee here. 

Mr. A. Dean Jounson. In a way it does deal with the dual-rate 
problem, Mr. Tollefson, because at the present time we find that pri- 
vate individuals purchasing Volkswagens in Europe and then trans- 
porting them to the port of Seattle on liner vessels, presumably 
through a freight forwarder, actually receive their Volkswagens in 
Washington at a lower rate for a single individual unit than we pa 
for gross bulk shipments of several hundred units at a time which, 
think, simply points out that carriers operating outside of conferences 
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are actually charging higher rates than conferences and are not cut- 
ting the rates. 

Mr. TotiErson. That is a new twist, as Mr. Mailliard says. 

Mr. A. Dean Jounson. We are paying an average of $132 per unit 
on nonconference boats when private individuals bringin ig ina single 
unit are paying $125 on a conference vessel. 

I cannot conceive of this as cutting rates. 

Mr. Totterson. Why do you ship on the nonconference vessels ? 

Mr. A. Dean Jounson. We have no option. We are not importers 
any more. We purchase from Volkswagen of America, which is the 
importer, and they make their arrangements for shipping. When we 
were importers we had something to say about this, but they import 
via chartered vessels. 

Mr. Totierson. In other words, you are not coming here with any 
criticism of the conference system at all. 

[ donot have any further questions, Mr. Chairman. 

Mr. Garmatz. On page 4, Mr. Johnson, you say : 

In conclusion, may I submit the following comments in response to article 5 
of the committee’s original questionnaire. 

I do not think that came from our committee. I think that came 
from, the Celler committee. 

Mr. A. Dean Jonnson. It was the questionnaire submitted to me by 
Mr. Drewry. I have a copy of it here, if you want to see it. 

Mr. Garmatz. The staff says that they did not send out question- 
naires and that it was probably from the Celler committee. That is 
the reason I said that to you. 

Mr. A. Dean Jonnson. It was not labeled. It was simply a mimeo- 
graphed sheet that Mr. Drewry gave me to help me to construct a 
statement. 

Mr. Downrna. It was probably some individual help to Mr. John- 
son. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtna. Mr. Johnson, I do not know that I fully understand 
your problem, due to the fact that I have not taken it in, probably. 
You purchase from Volkswagen of America ? 

Mr. A. Dean Jounson. A subsidiary corporation. 

Mr. Downine. Volkswagen of America is consignee from, Volks- 
wagen in Germany ? ? 

Mr. A. Dean Jonnson. Well, it is part of the factory. It simplifies 
the handling of the import duties and excise taxes for the factory to 
have an American corporation. 

Mr. Downtna. Now Volkswagen of Germany ships these little cars 
over on a nonconference vessel ? 

Mr. A. Dean Jonnson. On a nonconference vessel, that is right. 

Mr. Downrne. A chartered vessel ? 

Mr. A. Dean Jounson. Yes. 

Mr. Downrne. Their rates are higher than the rates of the confer- 
ence vessels for the single unit to the State of Washington ? 

Mr. A. Dean Jonnson. That is right. 

Mr. Downina. Go over again, briefly, this terminal operation charge 
that you are complaining about. 

Mr. A. Dean Jounson. Actually, the title to our merchandise passes 
when, the vessel is 5 days at sea. We pay for our merchandise at that 
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time. The terminal operator actually performs a service for us under 
our contract to the factory. We are responsible for accepting this 
merchandise, supervising the discharge, and paying for the terminal 
operat ion. 

The terminal operator, due to this custom of the trade as it is 
called, and this is the only explanation we have been able to get, is 
forced by the shipowner to submit the bill for the services he per- 
forms for us to the shipowner and the shipowner takes this bill and 
reconstructs it according to conference rates so that we are billed on 
a measurement basis rather than weight basis. 

Mr. Downtne. In other words, the shipowner ups the bill ? 

Mr. A. Dean Jounson. He ups the bill by a great deal and then 
submits the bill tous. ‘The terminal operator alleges that he is power- 
less to bill us directly although he is doing the services for us. He 
says that he is forced to bill the shipowner. The shipowner recon- 
structs the bill and bills us and realizes a significant profit in so 
doing. 

Mr. Maruurarp. Will you yield ? 

Mr. Downrna. I yield. 

Mr. Maturarp. [f this cut that the shipping line takes would 
appear as in addition to taking a profit on the transportation cost, 
that is excessively high ? 

Mr. A. Dean Jonnson. Yes. 

Mr. Maruiarp. If the Volkswagen factory charters the vessel, pre- 
sumably they are making the profit rf 

Mr. A. Drawn Jounson. I am sure somebody is making the profit. 
Just where these dollars are going and with whom they ultimately 
wind up, we have not been able to ascertain. 

Mr. Marutarp. That is a neat arrangement. You are in such a 
relationship to them that you have to operate the way they say. 

Mr. A. Dean Jounson. That is right. 

Mr. Matiut1arp. Yet they charge you more for the freight than you 
would get on the open market. 

Mr. A. Dean Jounson. That is right. 

Mr. Downtnea. Have you complained to Volkswagen of Germany ? 

Mr. A. Dean Jonson. Yes. They acknowledge our grievance and 
are beginning now to rebate this difference between the agreed upon 
tariff for these services and what we are actually being charged for 
these services. 

Mr. Downina. Why do they charter a vessel when they could ship 
conference lines at a cheaper price ? 

Mr. A. Dean Jonnson. At the time they originally got these 
charters the bottoms were very short and they were very “Tue ky to 
get the bottoms they got. Now, of coursesthere is a elut and they 
would prefer to ship on the open market but, at the time these charters 
were arranged, they were apparently longtime charters and they 
were happy to get them. This was in 1955. 

Mr. Downina. To whom do you pay this upped terminal charge? 

Mr. A. Dean JoHnson. We actually pay it to the shipowner, 

Mr. Downinea. The freight has already been paid by Volkswagen 
of Germany, is that correct ? 

Mr. A. Dean Jounson. We pay the freight. The charges to us are 
c.i.f., but the terminal charges are separate from that. 
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Mr. Down1ine. Thank you. 

Mr. Garmarz. Are these German lines that bring these Volkswagens 
over ¢ 

Mr. A. Dean Jounson. I know that Hanseatic Vaasa Line is a 
German line. The Wallenius is Swedish, and the Oetker is a Sean- 
dinavian line. 

Mr. Garmatz. Is it possible that they could be subsidiaries of the 
Volkswagen company 4 

Mr. A. Dean Jounson. No, I do not think so. They are long- 
established lines that were operating before Volkswagen was reorgan- 
ized after the war, I think. 

Mr. Garmatz. Mr. Casey, 

Mr. Caspy. Are the actual shipping rates higher or is it just the 
terminal charges that make it higher ¢ 

Mr. A. Dean JoHnson. No, our actual freight and insurance rates 
for bulk shipments are higher than what is charged an individual 
bringing one single unit from Hamburg to Seattle. 

Mr. Casey. Do you think you ought to stop this rate-cutting that 
they have been want ing to stop here 4 

Mr. A. Dean Jonnson. I would like to see some rate cutting. 

Mr. Casry. The shoe is on the other foot now. You are getting 
part of your overcharge back now. : 

Mr. A. Dean Jonnson. Since August of 1958, but this hardly 
compensates us for the overcharges that were made from the time 
Volkswagen took over in May of 1955 to August 1958. We are not 
vetting any rebate on all of those overcharges. 

Mr. Casey. You are « ‘aught in the squeeze of a contract that turned 
out to be bad after things loosened up, are you not ? 

Mr. A. Dean Jounson. From the freight standpoint, we are. We 
are caught in the terminal operation squeeze and we cannot under- 
stand why a shipowner can force a terminal operator to bill him for 
services that he performs for us after title to the property has changed. 

Mr. Casry. Have you ever thought of going to court on it? 

Mr. A. Dean Jounson. We have enough trouble right now. 

Mr. Casey. I have no further questions. 

Mr. James. Mr. Casey, we took that problem to the Federal Mari- 
timeBoard, the problem of terminals in the Northwest assessing the 
carriers for the handling charge and wharfage, and we pointed out to 
the Board that they should be assessing directly to shippers and in 
effect, because of the way they do it up there, the terminal operators 
assess the carrier and the carrier in turn collects the charges again 
from the consignee or the shipper. 

We tried to correct. it on behalf of the conferences and the Board 
conducted a proceeding that took about 4 years and when they con- 
cluded, we cannot underst: ind what they said in their decision and 
neither can the terminal operators. 

That is where we are right now. 

Mr. Jounson. I understand that you have not taken this ¢ omplaint 
up with the Maritime Board. 

Mr. A. Dean Jonnson. No; I have not. 

Mr. Jounson. What parties, in your opinion, are receiving the 
benefits of this discrepancy ? 

Mr. A. Dean Jonnson. We cannot trace it beyond the shipowner. 
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Mr. Jounson. But you have some opinion, though, as to who it may 
be? Who do you think is getting it? Is the shipowner getting it? 

Mr. A. Dean Jounson. The shipowner. 

Mr. Jonnson. And you got a part of that rebate when you made a 
complaint ? 

Mr. A. Dean Jonnson. We have complained vigorously and vehe- 
mently to the factory for the last 4 years. 

Mr. Jounson. Maybe if you complain a little more you will get a 
little more of the rebate back. 

I have no further questions. 

Mr. A. Dean Jounson. They have finally acknowledged it and are 
rebating, but it is only retroactive to August of 1958 

Mr. Garmatz. It seems so unusual, which I believe is bringing on 
the laughter. It is taken seriously, but it is something unusual. 

Mr. Miller? 

Mr. Miuurr. I have no questions. 

Mr. A. Dean Jounson. If allowed, we could import through the 
port of Houston and transport by automobile to Seattle for less than 
what we pay for bringing them in to Seattle. 

Mr. Casry. I think you ought to do that. 

Mr. Garmatz. The gentleman is from Houston. 

Would the seaway be any closer ? 

Mr. A. Dean Jonnson. No, there is no transport service between 
the Great Lakes and Seattle that would effect any economy for us, but 
there is a transport service from gulf ports to Seattle which would 
effect an economy for us actually of a dollar or two less than with our 
combined freight, insurance, and terminal charges to Seattle. 

Mr. Jonson. Would the chairman yield a moment ? 

Mr. Garmatz. I will yield just a second. I want to get in a com- 
mercial plug for the city of Baltimore. 

Is it possible to bring them in there? 

Mr. A Dran Jonnson. It would be possible, but it would require an 
extensive overland transportation problem. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. There is being discussed, is there not, a proposal that 
ir transportation may be used for your product ? 

Mr. A. Dean JoHnson. Yes; we are already doing that and we are 
actually transporting Volkswagens to our dealers in Alaska by air- 
freight cheaper than by water freight. 

Mr. Jonnson. Which I say is a very serious threat to all of the 
steamship industry. 

Mr. A. Dean Jonson. It is $5 less to Fairbanks by airfreight than 
it is by water freight to the port of Seward and the Alaska Railroad. 

Mr. Jounson. Ihave no further questions. 

Mr. Garmatz. Mr. Miller. 

Mr. Miter. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. This is one instance in which I can understand why 
these lines will not join Mr. McArt’s conference, they would have to cut 

rates to join the conference. 

Mr. Mitier. Hanseatic Vaasa is a member of your conference ? 

Mr. A. Dean Jonnson. Outbound. 

Mr. Garmatz. What is the reason that Volkswagen gives? 





‘ 
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Mr. A. Dean Jounson. Their answer is that at the time they con- 
tracted for these charter vessels there was a shortage of bottoms and 
that they had to contract at these rates in order to sew these vessels up 
for their exclusive use. 

Mr. Garmatz. For how long is that contract ? 

Mr. A. Dean Jonnson. We have never been able to get that out of 
them as to for just how long this contract exists. 

Mr. Garmatz. You do not know? 

Mr. A. Dean Jonson. We have never been able to get an answer to 
this. 

Mr. Garmatz. What was their reason for returning this money ? 
For what reason did they say they gave it to you ? 

Mr. A. Dean JoHnson. They acknowledged that we should be billed 
on the published tariffs of the port of Seattle because in their contract 
with us they say, “You are supposed to supervise and accept the re- 
sponsibility for the discharging operation,” and we should be billed 
in accordance with published tariffs of the port of Seattle. 

Then when we were billed at something considerably higher than 
that, they acknowledge that that is definitely wrong and they are 
making it up to us. 

Mr. Garmatz. Have they taken it up with the shipping people? 

Mr. A. Dean Jounson. Apparently they have. 

Mr. Garmatz. It is too far away for you to be in on it. It is top 
secret. 

Mr. TotteFson. Have you taken it up with the port commission ? 

Mr. A. Dean Jounson. We have, but they say they are powerless 
to do anything about it. Inasmuch as the service is performed for 
us, we would like to see something done about it. We would like to 
see the functions of the terminal] operator defined and prescribed as to 
what he is able to do. 

Mr. Cowen. The Federal Maritime Board would have jurisdiction. 

Mr. Totterson. Why do you not write to the Maritime Board ? 

Mr. A. Dean Jonnson. I certainly will. 

Mr. Cowen. I would suggest a formal complaint on that. 

Mr. Garmatz. Are there any other questions? 

Thank you very much, Mr. Johnson. 

Mr. A. Shean Jounson. Thank you, sir. 

Mr. Garmatz. We will recess until 2 o’clock. 

(Whereupon, at 12:30 p.m., a recess was taken until 2 p.m, this same 
day.) 

AFTERNOON SESSION 


The hearing was resumed at 2 p.m., pursuant to the recess. 
Mr. Garmatz. The meeting will come to order. 
Our next witness is Mr. W. D. Wall, of San Jose, Calif. 


STATEMENT OF W. D. WALL, JR., SAN JOSE, CALIF. 


Mr. Wau. I want to thank the chairman and Mr. Cowen for allow- 
ing me to appear here today, rather than in the order planned, due 
to the illness of my father, who, if he could express his wishes, would 
want me to be here. 

Mr. Garmatz. Would you give your title and whom you represent 
for the record ? 
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Mr. Wau. My name is W. D. Wall, Jr. Iam a partner with my 
father in a business that he founded back in 1916 down in San Jose, 
Calif., about 50 miles south of here, strictly because of the chamber of 
commerce’ request to its members that an organization similar to ours 
be founded so that the small shipper particularly—at that time, the 
canners of fruit and the dried fruit packers—could have representation 
as far as traflic matters went. Since that time, the name has been 
retained, but, as far as our business is concerned, we have taken on 
many other types of industry today, particularly those of the smaller 
manufacturer-industrialist. 

We represent many people down there in matters dealing with both 
domestic and export shipping. We are their traffic department. We 
are on a retainer basis to them and are quite close, as far as their sales, 
et cetera, go, particularly in the export field. 

The statement that I’ would have made, if I had written it, would 
have been along these lines. 

We have found that the conference system, by maintaining uniform 
rates and conditions for all exporters and shippers, permits greater 
stability of rates, reduces discrimination, and insures a more depend- 
able service other than those of an unrestricted nature, nonconference. 

It likewise helps the American merchant marine compete with flags 
of foreign countries. 

We therefore recommend the continued authorization of the dual- 
rate contract as currently permitted under Public Law 85-626. 

I will go into that a little further, if I can. 

To start off with, my people—the people I represent are not what 
you would consider major factors in this export field. They are 
packers of dried fruit. They are canners of canned fruit, canned 
vegetables, other industries that have come in down there particularly 
with the growth in California, particularly with the growth of 
greater San Jose as we call it, with items today that are new, you 
might say, to the Pacific coast. We have down there, for instance, 
a manufacturer of machinery that manufactures artificial arms, the 
only one west of the Mississippi. We have in San Jose another man- 
ufacturer who manufactures steel rolling equipment, the only one 
west of the Mississippi. 

Let us take those two particular ones. 

We have had shipments from them particularly under ICA bids 
where the bid may be out today and 6 or 8 or 9 months from now we 
will receive the for mal bid thé at it has been accepted; and, under your 
contract, system, prior to our submitting the bid, I have gone to the 
conferences and been able to obtain rates, particularly on some of 
these items that are not even named in tariffs, and they have come up 
with a rate that would compete, we will say, with something that 
might be manufactured on the east coast, particularly if it is going 
in that direction, we will say to Europe, something that we could 
compete with. We know at the end of that 9 months that we are not 
going to be persecuted because of an increase in rates. 

Although we are protected by contracts that we make with these 
ICA bids that provide that any increase in freight will be for the 
account of the purchaser, at the same time it is a lot of redtape to try 
to correct. 
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Under your dual rate systems you have printed tariffs which we 
could go back and show as to what the rate was when we quoted that 
partic ular price so that we would have something to substantiate the 
difference of rate; whereas under noncontract, it would be awfully 
hard, particularly on tramp steamers that are coming in that will 
quote one rate today and tomorrow another rate. It protects us that 
way. 

As far as the canned goods shippers and the dried fruit packers— 
they are small packers, small canners. An occasional shipment is all 
we get from most of them. 

Others that I represent—and I can name them—are more current 
in the market and are doing a better business and are able to compete 
with the bigger packer that is nationwide. They are able to know 
that they are quoting a price they are quoting a price that is being 
quoted by their competitor, even though his tonnage may amount 
to 50 times more than what they might be : selling. 

My father has related to me many times the story of the oldtime 
deal that used to goon. Years ago, if he had a large block of cargo 
prior to the conferences and so forth, they would know that he had 
the tonnage and he would have varying rates. The first coming along 
would quote one rate and the other another. It also led to a point 
where there might have been rebates paid on the side in order to get 
that tonnage—something that, knowing him as I do, he did not be- 
lieve in and never accepted. 

Consequently, we feel that anything that would be done today 
toward the throwing out of the dual r ate system to where we would 
be on the open market competing in rates as far as the small industrial- 
ist is concerned, we feel would be in a bad place. 

We have many friends in the steamship business and I think with 
the foreign-flag operators—their cheap labor—if you did not have a 
system of rates that all fl ags had to regulate under as far as rates, that 
you would find the foreign-flag operator operating much cheaper than 
what your American-flag operators can, even with the subsidy. Sure, 
we could raise the subsidy up. That is tax dollars out of my pocket 
and yours and everybody else’s 

Consequently I think, right the re, it is saving the taxpayers money. 

What operators we have today in the trade—and there are a few, 
Isbrandtsen is one—maintain the same rates as the conferences in most 
cases. As a matter of fact, I have had to use Isbrandtsen on points 
where there are conferences and in such cases I have gone to the con- 
ferences and said, “ You do not have a ship for a certain period of time. 
We have a letter of credit specifying a certain shipment. Can I use 
Isbrandtsen?” and I have never yet been refused permission. 

As to the contract itself, let us go into something else there. That 
is something that I think can be brought out. 

There are certain terms tod: ay that have been used very, very fluently 
as to f.o.b., f.as., c.if., and ¢. & f., et cetera—c.i.f. and ec. & f., I think, 
are things of the past, as far as the terminology itself goes. With the 
American dollar as high as it is and most of your foreign countries 
trying to hold what dollars they have, the term “f.a.s. has no re: lity 
as to what I learned when I was in school 25 years ago. It was that 
“fas.” meant free alongside ship, and from then on it was up to the 
consignee himself to take care of that merchandise. 
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No. 1, he cannot do it today under your existing laws, with the 
Department of Commerce, because he cannot be the shipper. He has 
to appoint somebody. 

No. 2, in reality, all he does is use the same contract that he used 
before the war as to purchase of that material. The only thing he is 
trying to do is get the payment paid on the other side so that under 
f.a.s. it is no more than c. & f.—freight prepaid at destination. We 
are still responsible to see that it is routed, clear the shipment, obtain 
the papers. 

A letter of credit is made out to the particular shipper and in it they 
require certain documents—in most cases those documents being a bill 
of lading; if it is going to South America, certain consular papers, et 
cetera; and, unless you are the shipper, you cannot obtain those. 

I have heard quite often that an f.a.s, shipment can go on any ship 
you want. I think that that is entirely wrong. As long as it is a for- 
eign purchaser and you are dealing direct with that foreign purchaser, 
that is one thing. If it is a purchaser here in the United States and 
your are selling on a basis of f.a.s., that is another thing. Actually, 
there should be two terms. 

Gentlemen, I think that summarizes just what I want to say, and 
anything I have said I will be more than glad to be cross-examined 
on—or on any other points you want to bring up. 

Mr. Garmatz. In terms of the amount you export, do you consider 
yourself a small or large businessman ? 

Mr. Watt. As far as I am concerned, I believe I am a small busi- 
nessman, 

Mr. Garmatz. How much do you export either moneywise or ton- 
nagewise ? 

Mr. Watu. The amount of shipment that I do tonnagewise for all 
the people that I represent in and around San Jose—I would say that 
I represent as much as any individual larger shipper does, but I repre- 
sent many, many small concerns. I could go through and give you 
the names if you want. 

Mr. Garmatz. I was thinking about the amount of business. How 
much business do you do? 

What is the name of your company ? 

Mr. Watu. W. D. Wall Traffic Service is the actual name. 

Mr. Garmatz. Traffic service ? 

Mr. Watt. Right. I could not count machinery in tons because 
that is mainly on a cubic basis, but in actual tons of canned goods and 
dried fruit, strictly export, not talking about intercoastal, I would 
say it represents close to 40,000 tons a year. 

Mr. Garmatz. You said that when you could not get a conference 
ship you shipped with a nonconference operator, and you mentioned 
Isbrandtsen. Have you shipped with any other nonconference opera- 
tor than Isbrandtsen ? 

Mr. Watt. Not that I recall. 

Mr. Garmatz. If you do not have a conference operator, you go to 
Isbrandtsen ? i 

Mr. Watt. I am talking about going to points which they are serv- 
ing—the Mediterranean. We have service to Genoa and those points. 
I am talking about points where there is very little service as far as the 
conference goes, such as Lebanon and those far points in the eastern 
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Mediterranean. In fact, I had one here less than 2 weeks ago where 
I had a shipment going to Lebanon where we asked permission of the 
conference and they allowed it. 

I have had many others besides. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Touterson. In other words, you have not had any difficulty with 
the conference with respect to shipments on nonconfercene lines. 

When you have gone to them you have had no problem ? 

Mr. Wau. I never have had any problem whatsoever. 

Mr. Totierson. How many years have you been in business ? 

Mr. Wat. I went in this business when I got out of college in 1936. 
I went in the Army in 1941. I was chief of the Movements Branch 
for SHAEF under General Smith up until the end of 1945 when I 
came home. When I came out I was a general staff officer from 
SHAEF. 

Mr. ‘Totterson. You are convinced from your shipping experience 
that the conference contract system should be continued ? 

Mr. Watt. I believe that very firmly. Asa matter of fact, we had 
one shipment town there a number of years ago amounting roughly 
to 100,000 cases where the particular shipper lost the shipment be- 
cause 1t went nonconference and it went to an outside broker who 
was not a member of the conference who shipped it nonconference and, 
because he could get a cheaper freight rate, he is the one that got the 
business. 

My particular person lost the business which he had anticipated 
prior to the packing season and packed for them. 

Mr. 'Totterson. And you feel that the conference contract system, 
because it provides stability of rates and regularity of service, is help- 
ful to the small producer that you represent ? 

Mr. Watt. I do. As a matter of fact, I will go a step further in that 
if I could explain this, sir. I recall a number of years ago where 
in the Caribbean area there was a reproducer of a juice which re- 
quested a rate on 500-ton lots, roughly about $8 a ton below the 
prescribed rate on that nectar itself. The conference itself came 
to the Canners League at this particular time and asked what we 
thought of it. They wanted to be fair about it and, instead of re- 
ducing their rate just $8 a ton, they also reduced the rate on nectars 
into that same area by the same amount of tonnage regardless of 
where 500 tons was offered over the number that we were handling. 
That was put in the tariff. 

Mr. Totterson. The small producer or manufacturer that you 
represent can make arrangements for periods of time in the future 
which he could not make if we did not have the conference contract 
system ? 

Mr. Watt. I had a case the other day of a steel rolling mill going 
to a certain area competing, as a matter of fact, with mills that might 
come off the east coast but, because of reasons unbeknown to me, I 
imagine labor costs out here, they had the opportunity of getting 
the bid. 

The only thing that would possibly hold us up was the transporta- 
tion charges. 

I went to them on it and they did deal with a very, very favorable 
rate which would compare with the rate that would exist if we had 
to pay from another place. 
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Mr. Totierson. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Marurarp. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Wall, you stated in the beginning of your statement 
that you favored the conference system as being a protective measure 
fora U.S. merchant marine. 

Mr. Watt. | did make that statement. 

Mr. Casey. Now, what is back of that statement I presume from 
what you said subsequently was that it created a stability of rates 
and set a rate revenue that would make it compensatory for the U.S.- 
flag ship to operate in competition with the foreign flag. 

Mr. Watt. Right, sir. 

Mr. Casry. What would you think of the system if you had all 
foreign flags in the conference and no U.S. flags in there ? 

Mr. Wau. Well, in that particular case, let me state it this way 
then. The only way that would happen, I believe, is that the Ameri- 
can operator went out looking for better revenues or into the area he 
was going he may be losing because he cannot get return cargoes 
home. I do not know. I am not in that type of business. 

Mr. Casry. Do you approve of the conference system on a particu- 
lar trade route where there are no U.S.-flag lines? 

Mr. Watt. I do approve very much. We will state it this way. I 
am a member of the Canners League Traffic Committee and a member 
of the Dried Fruit Association Traffic Committee and I have gone 
before the conference on other items, and any time I have gone before 
any of the conferences they have always listened to me and we have 
been successful, particularly in any rate reduction that we have asked 
for. We have done that many times, particularly where we have 
had distressed merchandise and dried fruit. It happens quite often. 

We have competitive countries, Yugoslavia, France, raisins out of 
Greece and Turkey, dried fruit out of South Africa, the Argentine, 
Chile, Australia. We have gone before them and showed what rates 
they have over there. They “have never yet turned us down. 

Mr. Casey. It does not make any difference to you whether there 
are foreign flags or American flags in the conference system / 

Mr. Wau. Yes, it does. I believe the American flag can do better 
with the conference system. I believe they will be able to compete 
better where the subsidy allowed them will not have to be as great. 
You throw them out of the conference completely and they are going 
out in the open market and try to compete and we know that the 
American wages are the highest in the world. 

Mr. Casry. Then the conference system is a type of protective 
measure to keep rates at a compensatory level ? 

Mr. Watt. That is right. 

Mr. Casey. It is bas ed on the level that is needed to keep the U.S. 
merchant oe going, is it not? 

Mr. WALL, I could not say whether it is that level or not, but it is a 
level which, as a shipper, we can get along with and I believe that the 

American-flag vessels staying in these trades would not stay in if 
they were too low. 

Mr. C AsEY. But when it comes to approval of the conference sys- 


tem, if it is all foreign flags, you still approve of the conference 
system and the dual rate system ? 


— 





| 





STEAMSHIP CONFERENCE STUDY 1363 


Mr. Watt. I do, sir. 

Mr. Cassy. And you approve of that method of setting rates; that 
is, the self-governing ratesetting of the conference; in other words, 
where the conference does its own ratesetting ? 

Mr. Watt. I believe that the way we do it with the conference tod: ay 
could not be criticized in any way. We have never had any disfavor 
withthem. They have notified us. 

Of course, your tariffs start off by stating that there will be a no- 
tification period that they will notify you. “As a matter of fac t, any 
change in any rate dealing with competing items in that particular 
tariff they notify us, something that we may take an approach on. We 
will say a competing item to dried fruit will find them notifying the 

canned goods. Maybe it might be on citrus fruits, something that we 
are competing with, and they will notify us on it and give us the op- 
port unity of going before them and letting us be heard. 

Mr. Casry. Let me ask you this. Even if all rates were the same, 
the independent line and the conference line, I gather that you would 
prefer to deal with the conference because of the number of ‘ships that 
are in it and the type of services available and your ability to sit down 
and make agreements with all of them by reason of their membership 
in the conference ? 

Mr. Watu. No, I did not say that. 

Mr. Casey. I did not say you said it, I said, do you? 

Mr. Watt. I said one line had the same rates as far as what I have 
used them for, and that is Isbrandtsen. There are many lines that 
could come in, lines that we know of come in. 

Mr. Casry. I donot think you understood my question. 

My question was this: I do not say that you have said this, but if 
you have a nonconference line or lines operating in the trade route 
in which you ship and in the same trade route you have a conference 
system with several member lines in it and all the rates are the same 
and it does not make any difference about the rates, I gather from 
what you state that it is the service you get from the conference lines 
that makes you prefer to deal with the conference by reason of the 
fact that they are in a unit that you can talk with and also they offer 
more regularity of service, and so forth. 

Isthat statement true or not / 

Mr. Wat. That statement is most correct. 

Mr. Casey. Then my next question is this: Do you think the dual 
rate is necessary for an effective operation of the conference system ? 

Mr. WALL. ES I do, because you do not always find all rates equal. 

Mr. Casey. I understand that you do not find them. You think, 
then, that you need some other incentive to keep someone such as you 
shipping other than just the services? 

Mr. Watt. I do, and beyond that, unless there is some law made that 
will regulate rates so that they are the same regardless of nonconfer- 
ence or conference and you have to change the law to do this so that 
anybody coming into port would say, “This is the rate,” then that is the 
only time you can throw out the conference rates; but until that law is 
made I am sticking strictly with the conference rate and conferences. 

Mr. Casey. Do you think there ought to be any regulatory body 
regulating the rates? 

Mr. Watt. I believe, as far as the Maritime Commission and the 
governing body, the way it runs today, allowing conferences, et cetera, 
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true, the Maritime Commission cannot set rates. Nor can they do 
anything about it. They can come out and make a statement that 
they believe something might be unreasonable. I think the way it 
is set today is perfect. 

Mr. Casey. You think it isa perfect setup ? 

Mr. Wau. We do not have the redtape to go through in order to 
get a rate change. We are dealing with individuals that we know, 
individuals we know will help us. If we have to go to Washington 
every time that we want to get a rate change, with the expense of that 
plus the expense of the shipper and so forth, I can understand why 

rates might be a little higher. 

Mr. Casey. I have no further quest ions. 

Mr. Garmatz. Of how many conferences are you a member é 

Mr. Wau. As far as my shippers, they are all the South America 
conferences I believe, which are about five conferences. It is the 
Westbound, the Pacific Coast European, the Indonesian. That is 
about what I recall right now, sir. It is practically every one. We 
ship all over the world. I would have to check back on my records. 
lam not too sure of that. 

Mr. Garmarz. Mr. Johnson. 

Mr. Jounson. You used the expression that you thought the system 
was perfect. You used the word “perfect.” 

Mr. Wau. I am not saying perfect, sir. There is nothing perfect 
in the world. 

Mr. Jounson. That was your testimony. 

Mr. Watt. That word I will take out. I did not mean “perfect.” 
Nothing is perfect. I will say until something better comes along. 

Mr. Jonnson. You have no suggestions as to the contract itself, and 
suggestion of revision for a more workable contract? 

Mr. Wau. The contract allows us the privilege of dropping out of 
that with due notice, et cetera. The contract says nothing more than 
that if we will use their ships the same as they. 

Mr. Jounson. You are satisfied with the present form ? 

Mr. Watt. Iam,sir; I am. 

Mr. Jounson. Now, is your company signatory to the conferences ? 

Mr. Wax. I myself am signatory in this way: that I have the 
power of attorney to act on behalf of certain shippers whom I repre- 
sent in the signature to those contracts. 

Mr. Jonnson. Do you also act at times as a foreign freight for- 
warder ¢ 

Mr. Watt. I have acted that way in some cases where there have 
been sales made to where a certain person might need the financing 
at the point of shipment from his particular place in order that he can 
receive his money, and I have acted from there on for him where I 
have delegated to the bank that I have received the merchandise from 
him, and I have gone ahead and acted as the shipper in that case. 

Mr. Jounson. In any of those cases, have you received a dual com- 
mission ¢ 

Mr. Watt. I do not receive brokerage. 

Mr. Jounson. No brokerage? 

nee Watt. I do not. We do not consider ourselves as freight for- 
warders. 
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Mr. Jounson. I have one other question. You spoke a moment ago 
on the fact that you do have serious competition from the foreign 
markets. 

Mr. Wau. We have. 

Mr. Jounson. Have you had a chance to study freight rates on those 
commodities coming into our country in the category or classification 
of the items you handle? 

Mr. Watt. I never have studied those coming into this country, 
no, because I have never been interested as far as that went. We 
feel that most items coming into this country are something that, as 
far as canned goods and dried fruit, we are not too worried about. 
There does not seem to be too much worry about it. We do have 
some that come in, yes. 

I have studied those rates, though, that are coming from other 
countries to points that we are trying to ship to and studied them 
close. 

Mr. Jonson. I understood that dealing with the nectar you found 
that you had to have a reduction. 

Mr. Watx. That was a nectar coming right out of the same source 
and the same origin that we are shipping» out of, only it was being 
purchased by a concern from various packers, and they were shipping 
it direct to, I will not say a subsidiary but to another company in this 
particular country which were buying it in very, very large quantities 
representing many, many people whereas we were still dealing with 
the individuals down there that were taking it maybe, we will say at 
the most, probably in 7- or 8-ton lots where they were buying it in 
500-ton lots and wanted a rate on the 500 tons. 

Mr. Jounson. Are you in a position to state whether or not on the 
commodities that you handle you are getting a rate in keeping with 
the rate on like commodities coming into our country from abroad? 

Mr. Watt. I am not, sir. 

Mr. Jounson. Asa businessman, would that not be a factor that you 
certainly would investigate to see whether or not your rates were in 
keeping with your competition ? 

Mr. Watt. Well, as I stated before, it is competition into this coun- 
try, true, but as far as we are concerned right now our present tariffs, 
et cetera, on inbound items like that seem to protect us pretty w = 
outside of possible tree nuts on which there has been a serious thre: 
as far as the last is concerned. 

The one we are worried about mainly is the product we are trying to 
get out of here. We have not worried about the ones inbound because 
there has not been any competition. 

In most cases, most of your items that are coming into this country 
would have trouble trying to compete through the Food and Drug 
people. We have found that true in many cases, tomato products, 
tomato paste out of Italy. 

There was a lot of trouble on raisins that were brought in from Tur- 
key this year to the eastern seaboard. 

T understand that the Pure Food and Drug had that before them. 

If we did worry about that we would have no way to rectify it. 
After all, we are a competitor of them and what rates they set up in 
the foreign country to come over here we would have an awful time 
with. 
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Mr. Jounson. Do you handle perishable products in your business ? 

Mr. Wau. A few fresh pears during the season, not too many. 

Mr. Jounson. Are you using air transportation in your business at 
the present time ? 

Mr. Watt. The only place we use that is on a very, very early ship- 
ment which we might want to get over there for more or less display 
or something of that order. That is the only time. 

Mr. Jomnson. In your program, do you anticipate using air trans- 
portation in the future to any degree ? 

Mr. Wau. Not as far as perishables. 

Mr. Jounson. Perishable and nonperishable. 

Mr. Watt. We will use air on certain parts for machinery or some 
things that are essential, so that they get there in a hurry. 

Mr. Jounson. I have no further questions. 

Mr. Garmatz. Mr. Miller. 

Mr. Mitter. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have no questions. 

Mr. Garmatz. Thank you very much, Mr. Wall. 

Mr. Watt. Thank you. 

Mr. Garmatz. Mr. Gribble, sales manager, International Division, 


W. P. Fuller & Co. 


STATEMENT OF W. B. GRIBBLE, MANAGER, SALES DEPARTMENT, 
INTERNATIONAL DIVISION, W. P. FULLER & CO. 


Mr. Garmatz. All right, Mr. Gribble. 

Mr. Grisste. Mr. Chairman and gentlemen of the committee, my 
name is W. B. Gribble. The company I represent (W. P. Fuller & 
Co.) is, primarily, a manufacturer and distributor of a wide variety 
of paints, varnishes, lacquers, enamels, and related products. We 
have shipped our finished (ready-to-use) paint products for a long 
number of years to a number of oversea markets—particularly to the 
Philippines in the Asian area, and to Guatemala in the Latin-Amer- 
ica area. More recently, with the changing patterns of markets (in- 
dustrialization) and of the competition, we have, comparatively 
recently, begun to be a factor in the movement of paint raw materials 
from the United States to our factory in the Philippines. 

Since we are a western corporation, and practically all of our ex- 
ports have originated from U.S. west coast ports, I am not well quali- 
fied to comment, from experience, on the merits of ocean foreign trans- 
portation outside of the conference contract (dual-rate) system. Fur- 
thermore, my closest personal experience has been with the Pacific 
Westbound Conference (Philippines and Japan) and the Central 
American Pacific (Guatemala and other Central American countries). 

In these comments, therefore, we must start with the premise that 
the bulk of our export business has known only, and to some extent 
has grown under, the conference structure. 

We favor it because we believe it does tend to: 

1. Provide regular, efficient services to the markets of our partic- 
ular interest (Asia and Central America). 

2. Provide definite schedules of departure and arrival destination 
which can be relied upon by our customers and ourselves. 
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8. Provide rates which are stable, and generally competitive with 
rates quoted to our competitors shipping through the U.S. east and 
oul ports. Presumably, too, the ‘conference rates on our commodities 
(re ady-to-use) have been within reason in comparison with our com- 
petition in foreign countries (England, Germany, Holland, Japan, 
Canada). It should be mentioned here, however, that good quality, 
ready-to-use paint products have a comparatively ‘high unit value, so 
that the freight rate does not play the important part in competitive 
landed cost overseas as it would, say, on balk ¥ raw materials—where 
ocean freight might constitute a much larger segment of total landed 
cost. 

4. Provide, within the conference structure, sufficient latitude for 
member lines to express themselves individually— (compete) through 
intelligent servicing of both shippers and overseas customers/con- 
signees. 

+. “Give value for value received” (dual-rate contracts). Well- 
known facts in our business and industry are that (a) contracts in- 
volve mutual consideration and (6) volume of production usually fos- 
ters economies which should reflect in lower costs. AsI see it, the con- 
ference contract is similar, in this respect, to other business con- 
tracts—for the consideration of the shipper’s business (practically 
“exclusively”) the conference can and does grant special rates and 
supply efficient services; if enough shippers find this to be advanta- 
geous, the combined total tonnages (production) should provide econ- 
omies to the member lines which lay the ground for lower rates. 

6. Stabilize general marketing conditions by providing rules of 
ethics among member carriers which prevent or at least minimize 
practices w hich might give undue advantage to large shippers to det- 
riment of medium or small shippers. 

I believe that conferences and conference member lines should con- 
stantly strive to improve their efficiency and services “from within,” 
and should be ever alert to the competition with which they and their 
shippers and consignees are increasingly faced. Until and unless 
something better than “the conference” comes along, it should receive 
our support. 

Mr. Garmatz. Do you consider yourself a big operator in this paint 
field, Mr. Gribble ? 

Mr. Grissie. In paints I would say medium to large. Tonnage- 
wise, of course, we are not nearly in the heavy volume that was ex- 
pressed by the previous witness. 

Mr. Garmatz. You state you have a factory in the Philippines. Is 
that quite a large factory ? 

Mr. Grissie. That is a quite large factory ; yes. 

Mr. Garmatz. How much do you ship in raw material to the 
Philippines ? 

_ Mr. Grissie. I would say, tonnagewise perhaps 600 tons a year. 
Something like that. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totterson. Mr. Gribble, this really does not have anything to 
do with the dual rate system but I notice that you have a factory in 
the Philippines. This deals with a subject in which I am tremen- 
dously interested. Did you put the factory over there because it 
enabled you to compete with similar foreign factories? 
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Mr. Grisstr. With U.S. similar factories. 

Mr. Totterson. Over there? 

Mr. Grissie. That is right. 

Mr. TotieFson. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Downing. 

Mr. Down1ine. It was a fine statement. I have no questions. 

Mr. Garmarz. Mr. Casey. 

Mr. Casey. Mr. Gribble, you say that you believe the conferences 
and the member lines should continue to strive to improve their efli- 
ciency and services from within. Do you have any recommendations 
as to what they might do to accomplish that? 

Mr. Gripste. I hate to be a plagiarist but I think the gentleman 
from New York ar morning, Mr. Sinclair, gave some very fine rec- 
ommendations. I do not think that I personally agree with all of 
them all the way down the line, but I would hope that something of 
the same sort, perhaps, as he presented, could be developed by our 
shipping interests here to the benefit of the committee, in submitting 
certain recommendations as to what we think could be done to im- 
prove the conferences. 

Mr. Casey. Do you limit your recommendations to things that 
should be done by the conferences? In other words, you do not make 
any recommendation with reference to changes in any laws? 

Mr. Gripes. No; I think the structure is there and, if the im- 
provements are made in the conferences themselves, and their op- 
erations, it would correct the situation largely. 

Mr. Casey. You say: “Until and unless something better than 
‘the conference’ comes along, it should receive our support.” Would 
you like to see something better come along or are you happy? 

Mr. Grisste. No, I would like to live with the conferences and see 
the conferences improve or be improved. 

Mr. Casey. In other words, this is just a general statement that 
you are willing to take anything that might show up that is better, 
but you do not know of anything better at the present time ? 

Mr. Grinetr. That is right, and generally speaking our experi- 
ence with the conferences has been good. 

Mr. Casey. You are getting more into volume of raw materials, is 
that right? 

Mr. Grissie. Yes. 

Mr. Casry. How long have you been in that? 

Mr. Grissie. For about 3 years. 

Mr. Casey. Have you had any difficulty on your shipping with 
reference to that with reference to the rates? 

Mr. Grissie. No difficulty as yet, except that we are losing ton- 
nages that at the start were moving from the west coast to the Philip- 
pines and now, because of perhaps not only lower freight costs from 
foreign raw material manufacturers, but lower initial costs of pig- 
ments and so on, we are finding that our factory is forced in its own 
best interests to buy from Europe and from other places than 
the United States. I think that, increasingly in that field, we will 
become more and more interested in lower freight rates from here 
on raw materials. 
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Mr. Cassy. Do you buy your raw materials from someone or do 
you produce them yourselves ? 

Mr. Grisste. We produce some and buy some. 

Mr. Casey. Have you found that you can buy those that you pro- 
duce yourself from some other source and get them to your plant in 
the Philippines cheaper than you can ship your own production ? 

Mr. Grissie. Actually the way it works is that the Philippine fac- 
tory customer compares our best price with the best price he can get 
outside in Europe and Japan and he makes the decision and we lost 
the business. 

Mr. Casey. You say your Philippine factory customer. You do 
not own the factory ? 

Mr. Grisste. We have a part interest in the factory. 

Mr. Casry. But you let him run it independently, is that right? 

Mr. Grissie. That is correct. 

Mr. Casey. And even though you have part interest there and 
maybe the producer of one of the raw materials used, if he gets it 
cheaper you are out of business, is that right? 

Mr. Grissxe. That is right. We w ant him to buy where he can to 
the best advantage. 

Mr. Casey. What is the difference in the rate from here to the 
Philippines and from the other source ? 

Mr. Grissie. Iam sorry. I am not qualified, really, to comment to 
that point. Actually we are interested in being a supplier of raw 
materials to our factory out there, but it is not a large, good profit item 
such as a sale of ready-to-use pi uint or lacquer of a technical nature 
would be. It is very small margin and we have not, frankly, investi- 
gated the competitive rates from foreign sources. 

Mr. Casey. This is just a branch that you started in the last 3 years? 

Mr. Grissie. That is correct. 

Mr. Casgy. You would like to see it grow ? 

Mr. Griesie. Certainly. 

Mr. Casry. You have made no comparison ? 

Mr. Grissie. No, but we plan to go into that. 

Mr. Cassy. Where is the other source ? 

Mr. Grissie. England is one source of titanium pigment, which is 
very important in the production of modern paint. 

Mr. Casey. And you know that the rate from England is much less 
than what you can ship it for? 

Mr. Grissie. No, but as I mentioned previously, it may not be en- 
tirely freight rate. It is lower landed costs in the Philippines com- 
pared with our landed costs there. 

Mr. Casry. Have you taken this up with the conference? 

Mr. Grissix. Not yet but I plan to. 

Mr. Casey. You have not taken it up but you plan to do so? 

Mr. Grissie. That is right. 

Mr. Casry. Thank you. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Your plant in the Philippines is a manufacturing 
plant, is that correct ? 

Mr. Grissir. That is correct. 
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Mr. Jounson. Are any of the products imported from the Philip- 
pine plant into America? 

Mr. Gripste. No, this is particularly for the Philippine economy. 
The local market takes up all the production of the factory. 

Mr. JoHnson. Do you have dealers in the Philippines under your 
company ¢ 

Mr. Griseie. No; a private distributing organization distributes 
the products of the Manila factory. 

Mr. Jounson. On any of your shipments have you received re- 
quests at any time to ship specifically on any one line of the confer- 
ences ¢ 

Mr. Gripsie. Yes, we have. 

Mr. Jounson. How often would you get such a request ? 

Mr. Grissie. Well, a particular situation arose in our movement, 
and that was containerization; shipping drying pigments in paper 
bags, as is the customary package for this type of m: a 1S 
not too satisfactory. There is breakage and leakage. A dash of 
black pigment into 10 bags of white pigment can make a big change 
in your final result, so that to overcome this and protect the cargo, and 
also to facilitate movement and effect economies in handling in every 
way, several of the lines were in position to work with us on con- 
tainerization, which means, simply stated in our case, a 10-ton box 
which would take 240 bags that could be handled as one package. 

Now, all of the lines in the Pacific Westbound Conference were not 
able to offer this type of service. 

Mr. Jonnson. I believe we had seven American-flag steamship lines 
operating in that conference. Did you have any request to ship 
specifically on the American ships? 

Mr. Griese. Not if the other member lines were able to offer the 
same facilities, the same services at the same costs. 

Mr. Jounson. What lines, for the most part, did have these special 
facilities that you say you needed ? 

Mr. Griese. There were several of them. 

Mr. Jonnson. The Japanese? 

Mr. Grissie. No, these were American flag. 

Mr. Jounson. American flag ? 

Mr. Grissie. All of them were American flag and now one of the 
foreign-flag carriers has come in offering the same service and we are 
very happy to give them a share of the cargo. 

Mr. Jounson. What foreign flag is that ? 

Mr. Grieste. It is the Overseas Shipping Co. It is Norwegian. 

Mr. Jonson. Thank you. 

Mr. Garmatz. Mr. Miller. 

Mr. Miuuer. I have no questions. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Maruirarp. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have no questions, sir. 

Mr. Garmatz. Thank you very much, Mr. Gribble. 

Mr. Gripstp. Thank you. 

Mr. Garmartz. Mr. Thorpe, executive vice president, Dried Fruit 
Association of California. 

You may proceed. 
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STATEMENT OF A. E. THORPE, EXECUTIVE VICE PRESIDENT, DRIED 
FRUIT ASSOCIATION OF CALIFORNIA; ACCOMPANIED BY GEORGE 
E. VAWTER, TRAFFIC MANAGER, SUN-MAID RAISIN GROWERS 
OF CALIFORNIA; CARL F. BRIDENSTEIN, ASSISTANT TRAFFIC 
MANAGER, CALIFORNIA PACKING CORP.; C. F. McNAMEE, TRAF- 
FIC MANAGER, SUNSWEET GROWERS, INC.; AND W. D. WALL, 
JR., RAIL, OCEAN, AND TRUCK TRAFFIC SERVICE, MARINE AND 
INLAND MARINE INSURANCE 


Mr. Torre. My name is A. E. Thorpe. I am the executive vice 
president of the Dried Fruit Association of California. 

May I interject here the fact that I also have accompanying me 
today members of the Dried Fruit Association ‘Traffic Committee, 
who are here to answer questions of a technical nature that the com- 
mittee may wish to ask, Mr. George Vawter of the Sun-Maid Raisin 
Growers Association; Mr. Carl Bridenstein of the California Pack- 
ing Corp.; Mr. C. F. McNamee, Sunsweet Growers, Inc., and Mr. 
W. D. Wall, representing several of our members in San Jose in 
traffic matters. 

The Dried Fruit Association of California is a trade association 
incorporated under the laws of the State of California. Its mem- 
bership consists of commercial processors, grower-packer processors, 
and grower cooperative processors of dried fruits. Members of our 
association handle approximately 95 percent of the dried fruits pro- 
duced and processed in California. 


TONNAGE AND FARM VALUE OF CROPS 


California produces an average of 415,000 tons of dried fruits each 
year. By dried fruits we mean fresh deciduous fruits from which 
the greater part of the moisture has been removed either by dehydra- 
tion or sun drying. These fruits include apples, apricots, figs, 
peaches, pears, prunes, and raisins. California dates are generally 
not classified as dried fruits nor are they handled by our members. — 

The average farm value of California dried fruits is $85 million 
per year and the average f.o.b. value is $140 million per year. 


DEPENDENCY ON WORLD MARKETS 


The California dried fruit industry has a historical dependency 
upon the world market. Prior to World War II, approximately 40 
percent of our production was sold in export. At the end of World 
War II, our export markets were practically lost entirely due to 
chaotic conditions existing immediately after the war and particularly 
because of lack of dollars. 

Slowly, but surely since the end of the war in 1945, these markets 
are being regained. Today the dried fruit industry is in an en- 
viable position in the fruit world as practically all of the important 
export outlets have been reopened to the imports of our products. 
Today, we are shipping an average of 112,000 tons or 27 percent of 
our production in export and hope to improve our position. 
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WORLD COMPETITION 


California has no monopoly on the the production of dried fruits 
although our percentage of the world production is substantial (40) 
pere ent). Raisins are grown in Australia, Iran, Turkey, and Greece. 
Prunes are grown in Yugoslavia, Chile, the Argentine, and to a 
limited extent in South Africa. Cut dried fruits such as apricots, 
peaches, et cetera, are grown in South Africa, Iran, Spain, and in 
Australia. 

MAJOR EXPORT MARKETS 


Seventy percent of our dried fruit exports are shipped to central 
and northern Europe, and 30 percent to other world markets. Our 
relations with ocean freight carriers therefore are mainly with mem- 
bers of the Pacific Coast European Conference. 


DRIED FRUIT AS CARGO 


Dried fruits are considered a highly desirable cargo. The f.o.b. 
value per ton is high, ranging in normal years from $250 per ton to as 
high as $1,200 per ton, depending on the particular type of fruit. 
Packed in fiber cases, they stow well, and usually arrive with a mini- 
mum of damage and thus claims are relatively small. 


THE CONFERENCE AND DUAL RATE SYSTEM 


All of our members who ship in the export trade have contracts with 
the steamship conferences carrying our goods. We have traditionally 
supported the conference system, “and will continue to do so. This 
position is taken in our own self-interest, and is based on the following 
i 

The conference system provides stabilized rates. This is most 
oe int. In our business, we wish to deal only in the commodity 
that we have to sell, and not be forced into the position of having to also 
shop for favorable steamship rates on each and every sale. Without 
stabilization there would undoubtedly be a serious variation and flue- 
tuation in rates from day to day which would be confusing if not 
chaotic. The dual rate system may not be ideal, but we believe it to be 
the best solution to acquire such stabilized rates. 

(2) The conference system of establishing rates is flexible. We 
have from time to time in this dried fruit business of ours some rather 
staggering surpluses, and in order to assist in moving these surpluses 
we have called upon the conferences to allow special emergency rates. 
We are pleased to say that in most cases the conferences have been 
most cooperative in this respect. 

On the other hand, when the emergency is ended, and by mutual 
consent of members of industry and “the ‘conference ‘e, the rates have 
been returned to their original basis. Oftentimes, we are able to 
secure decisions within a day or two of our — for such emergency 
rates. Similar negotiations in the domestic trade with regulatory 
agencies are not only lengthy but in most me unces fruitless, giving 
little attention to the emergency aspect, a particularly important one 
where dried fruits, a per ennial cr op, are concerned. 
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(3) Under the conference system we have enjoyed excellent service. 
Steamship rates are mutually agreed upon by industry and the ocean 
carriers. Generally such rates are set at a figure which will show 
carriers a reasonable profit. They are therefore able to provide fre- 
quent sailing schedules. Bear in mind that our industry is highly 
seasonal. Foreign sales are generally concluded immediately before or 
in the wake of the new ¢ rop season and through the conference system 

ve are able to secure the extra vessels in position for the heavy ship- 
ingle 

As an example, during Se pte mber of 1958, the Pacific Coast Euro- 
pean Conference prov ided 13 si ailings and increased these to 16 during 
October. Such positioning requires time and almost daily cooperation 
among conference members and shippers. In the absence of the con- 
ference system no such planning could be expected to function. 

Dried fruits are semiperishable and require space that is clean, well 
ventilated, free from, rodent and insect contamination and certain 
contaminating odors. Such space would not be available unless rea- 
sonable and stable rates were maintained. 

(4) We believe that the present conference dual rate system tends 
to encourage industry to settle its own rate structure problems without 
the costly and timely experience we inevitably have where such 
controls are placed in the hands of a government agency. This in- 
dependence of action by industry and the carrier is a source of great 
satisfaction to us. This is not necessarily a criticism of any partic u- 
lar governmental agency or commission, we just like it better with a 
minimum of controls. 

(5) We do not subscribe to the theory set forth by the opposition 
that the conference system stifles competition. There are, for in- 
stance, some 24 members in the Pacific Coast European Conference, 
all of whom compete strenuously for cargo. This competition forces 
these members to provide frequent. service, suitable cargo space in 
modern up-to-date ships, and assurance that the cargo will arrive in 
sound merchantable condition in the least possible time. Competition 
between members of the conference is keen, and anything but 
monopoly in the true sense of the word. 

(6) We ask the committee to bear in mind that we speak for an 
industry actively engaged in shipment of a commodity throughout 
the world. The opposition in some cases is only remotely con- 
nected with the export trade. They speak in broad generalities of 
monopolies of the conference system, of what it takes out of the pro- 
ducers’ pocket, and other specious arguments, They lose sight of the 
fact that if we are to develop and maintain our export markets we must 
have the ships to carry the cargo, and for us to be assured of adequate 
cargo space, we must. ‘be willing to pay a fair and reasonable rate for 
ships and service. We are convinced that under the present con- 
ference dual rate system the farmer gains rather than loses, and 
he has greater opportunities to expand markets for his products. 

Conclusion: We have listed here some of the principal reasons we 
desire a continuance of the conference dual rate system. We have 
tried to be factual rather than emotional. We urge the Congress to 
give earnest consideration to its continuance. 

We would, however, go on record here and now as saying that if 
any time in the future the conference, its members, or the system used 
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in establishing steamship rates in our export trade are, in our opinion, 
guilty of unjust exactions, or become unreasonable in their demands, 
or deal on any premise other than that which would be considered 
fair and equitable, we of course are hopeful that the Committee on 
Merchant Marine and Fisheries, or the Maritime Board, will not fail 
to consider our problems. 

Mr. Chairman, this concludes my statement. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtna. How many members do you have in the Dried Fruit 
Association ? 

Mr. Txoree. Twenty-five. 

Mr. Down1Nne. Twenty-five? 

Mr. Torre. Not all engaged in the export business, however. 

Mr. Downina. And these 25 comprise 95 percent of the dried fruit 
business in California ? 

Mr. Tuorre. That is correct. They process 95 percent. 

Mr. Down1nea. Do these members do their own shipping or do they 
ship through your association ? 

Mr. Tuorpe. No; they do their own shipping. 

Mr. Down1nea. How are those shipments made? Are they c.i.f. 
usually ? 

Mr. Tuorrr. Could I refer that question to Mr. Vawter? 

Mr. Vawter. Eighty-nine percent of them today are f.as. The 
only place that there are c.i.f. shipments that I know of are some to 
Antwerp and Italy. At least 98 percent would be on an f.a.s. basis. 

Mr. Downtne. So that the consignee takes title to them alongside 
the ship ? 

Mr. Vawter. Yes, that is true. 

Mr. Down1ne. Who selects the carrier ? 

Mr. Vawter. In our own particular instance, we do, the shipper, 
and I think the shipper does in most instances. At least, we very 
seldom have any request from the other side on shipments unless it 
is through our own company. 

Mr. Downine. Have you had any requests from foreign consignees 
to pick nonconference vessels or particular vessels in a conference? 

Mr. Tuorre. Some of our shippers, I believe, have had such re- 
quests. 

Mr. Downtna. How did they dispose of such requests ? 

Mr. Tuorre. I think they refused them. 

Mr. Downtna. I take it they refused if it was a request for a non- 
conference vessel ? 

Mr. Tuorrr. That is correct. 

Mr. Downtne. Did this hurt their business in any way ? 

Mr. Tuorrr. I would have no way of knowing. I would assume 
not. 

Are you referring to the shipper’s business or the consignee’s 
business ? 

Mr. Downtne. The shipper’s business. 

Mr. Tuorrr. May we direct that question to Mr. McNamee? 

Mr. Garmatz. Just a moment. If we will have these men answer- 
ing get them up here and then we will have their names on the 
record. 

Mr. Tuorre. We put their names on the record, Mr. Chairman. 
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Mr. Garmatz. We will have them up here anyhow. 

Mr. Tuorre. These are technical questions and I think would be 
better answered by these men. 

Mr. Downrne. I believe you referred my question to Mr. McNamee. 

Mr. McNamee. I do not think it has. 

Mr. Garmatz. Nobody knows, then. 

Do you know ? 

Mr. Vawter. In our own case, I would be quite positive that it 
has not. I have not noted any losses that we have had in the raisin 
business because of any refusal of that nature. 

Mr. Downtnc. That answers my question. 

What is the relationship of the freight cost as compared to the mar- 
ket value of your commodity ? 

Mr. Tuoree. Let us take an illustration, say, as a round figure of 
prunes which many times have an f.o.b. v alue of $300 per ton. The 
freight to Kuropean points would be $40 per ton. 

Mr. DowninG. What is this item that costs $1,200 per ton? 

Mr. Tuorre. Apricots. It is probably more than that. I men- 
tioned in there normal years. We had an abnormal year last year. 

Mr. Downtne. What would be the market value f.o.b. of apricots ¢ 

Mr. Trorrr. It would be ace ording to grade but this year it would 
be as high as 75 cents a pound. 

Mr. McNamer. That is pretty close. That is in small tonnage, 
though. 

Mr. Down1na. That is very interesting. That is all, Mr. Chairman. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totuerson. I notice that you use the words “grower-packer 
processors.” This indicates that there are growers that belong to 
your association. 

Mr. Trorre. Well, I have to qualify that by way of explanation. 
We have several members who maintain dried fruit processing plants 
but who also own large landholdings and grow some of their own 
tonnage. That is what I term a grower-packer. 

Mr. Totierson. Apparently there are a lot of small fruitgrowers. 

Mr. Tuorer. In a relative sense they would probab ly most of them 
be large who would maintain a packinghouse. They would be the 
large ones. 

Mr. Touterson. Outside of that you handle 95 percent of the dried 
fruit. What happens to the produe e from the small fruitgrower ? 

Mr. Trorre. Your question is about growers. 

Mr. Totierson. That is right. 

Mr. Tuorrer. Roughly according to our best estimate there are about 
18,000 producers of dried fruits; 95 percent of their products are 
channeled through processing plants belonging to members of the 
Dried Fruit Association. We operate at the packer level strictly. 

Mr. Totterson. So that the small producer’s product goes through 
your association ? 

Mr. Tuorre. Yes; that is correct. 

Mr. Totterson. What I was getting at was that you feel that the 
dual-rate system is in the interest “of the small farmer. 

Mr. Tuorer. We do. 

Mr. Totierson. That is all, Mr. Chairman. 

Mr, Garmatz. Mr. Casey. 
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Mr. Casey. Mr. Thorpe, you rolled along here pretty good and 
then you put the brake on in that last paragraph. That is just what 
we have to look for, too. We have to anticipate anything that might 
come up. In other words, I do not think that the steamship lines or 
the shippers want this committee to stay in permanent operation on 
this one subject and I assure you that the committee does not. 

I wonder what you might be anticipating by throwing this last 
paragraph in there? 

Mr. Tuorre. Mr. Casey, I like to be unequivocal, but in some cases 
I want to hedge. I do not anticipate, in view of our experience over 
the last several years, where the members of the conference or the con- 
ference per se would be guilty of, say, trying to exact unreasonable 

rates, but it is possible and, if they do, we do not want to have as a 
matter of record that we left no recourse. 

Mr. Casey. If you were sitting in my position here and looking at 
that paragraph what would you have in mind doing as a member of 
this committee to take care of this possibility that you raise in this 
last paragraph? Would you do anything or would you wait until it 
happened ? 

f . Tuorre. Well, the Merchant Marine and Fisheries Committee 
is a permanent committee, is it not ? 

Mr. Casey. That is right. 

Mr. Garmartz. If the gentlemen are reelected. 

Mr. Torre. Let us speak of the committee per se. 

Mr. Casey. He was speaking of the committee abstractly, Mr. 
Chairman. 

Mr. Tuorrr. We would expect that in the event that this unjust 
exaction, or whatever we referred to it as, would take place, that we 
would have the right of appeal to this committee. 

Mr. Casey. Of course, we have had some witnesses who have al- 
ready said that they have been treated unjustly and that is why we are 
holding these hearings to just determine what foundation these 
charges that we have had back of them and also whether or not we 
should continue the system that has prevailed or whether it should be 
modified to some extent. 

Can you think of any modifications or anything that we might do 
to forestall you having to come back and talk to us again in case some- 
thing happens ? 

Mr. Torre. No, we cannot. We have had little or not quarrel 
with the conference system and its treatment of our members. Un- 
less we were critical, therefore, Mr. Casey, we would not be in a posi- 
tion to offer a suggestion. 

Mr. Casey. You say you have had little or no quarrel. Have you 
had any quarrel at all that has not been adjusted satisfactorily, in 
your opinion ? 

Mr. Tuorre. No, we have had no quarrel which has not been ad- 
justed s satisfactorily. Maybe during the course of negotiations there 
have been some heated arguments which may be termed a quarrel but 
in every case that I know of, we have satisfactorily resolved the 
questions or the issues to the satisfaction of both the shipper and 
members of the conference. 

Mr. Casey. Do you think that this committee should consider any 
board of review on rates or anything in case that you get into an ar- 
gument that is not settled satisfactorily in your opinion? 
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Mr. Tuorrr. I would rather see, expressing a personal opinion, an 
industry committee of arbitration perhaps. 

Mr. Casey. That could be worked out in your conference agree- 
ments without any special act or legislation ? 

Mr. Tuorre. That is right. 

Mr. Casey. In other words, you would prefer that the Government 
keep their hands off of your business as much as possible if you can 
work it out ¢ 

Mr. Tuorre. That is correct. 

Mr. Casey. I have no further questions. 

Mr. Garmarz. Mr. Johnson. 

Mr. JouHnson. Mr. Thorpe, I am rather impressed with the vol- 
ume dollarwise of your business conducted by the association which 
presumably is a very important segment in your State economy. 
Would you say that that is true? 

Mr. Torre. I can give you the exact figures if you would like to 
have them. 

Mr. Jounson. I have them in your statement. 

Mr. Tuorre. I mean in relation to the State’s economy. 

Mr. Jounson. Yes. Now, in the preparation of this statement, you 
state in your capacity as officer that your membership g goes to several 
groups that make up your association. That is correct, is it? That 
is the processors, the packers, the growers, so that you have several 
groups that make up your membership ¢ 

Mr. Tuorrr. No, I did not mean to imply that at all. We operate 
basically at the pac cker level. Now, it is true that many of the func- 
tions that we perform benefit the industry as a whole, including the 
producer and even the distributor, but we do not normally extend 
our activities to the broker level or to the distribution level. 

Mr. Jounson. But you here are speaking for all at all levels, are 
you not, even the grower level # 

Mr. Trorrr. I would say so, yes. 

Mr. Jounson. In fact, on page 5, you state that you are— 
convinced that under the present conference dual-rate system the farmer gains 
rather than loses— 
so that I presume that you are speaking for the growers classified as 
farmers are you not? 

Mr. Tuorrr. Well, we have cooperatives which are grower co- 
operatives, two of the largest, I would say. 

Mr. Jonunson. Are they classified also as farmers so that you say 
here that the farmer gains rather than loses? 

Mr. Tuorrr. I can best answer that question by explaining why 
that is there. 

Mr. Jonnson. Do you stand by your statement that the farmer 
gains? 

Mr. Tuorre. Yes, I do. 

Mr. Jounson. You do? 

Mr. Tuorrr. Yes. 

Mr. Jounson. Now, we have had hearings in Washington where 
the American Farm Bureau has appeared before us and have objected 
to not only the dual rate but to the conference system generally. It is 
greatly difficult for us when you speak for the farmer here as advo- 
cating it and the American Farm Bureau oppose it. How do you 
reconcile the two positions ? 
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Mr. Tuorre. I did not purport anywhere in this statement to repre- 
sent farmers per se. That is a personal observation. 

Mr. JoHnson. You must have had some information to cause you 
to say that farmers gain. You must have had a basis for that state- 
ment, or is that merely opinion ? 

Mr. Tuorre. No. May I explain it, Mr. Congressman ? 

Mr. Jonnson. Yes. 

Mr. Tuorre. The basis for the statement was contained in the 
record of hearings which was sent to me by your legal counsel and 
which I was pleased to have the opportunity to review. As I recall, 
there was a statement made by the organization to which you referred 
that the conference system worked to the detriment of the farmer’s best 
interest and with that I disagree as a matter of personal opinion and 
to which I am sure my members subscribe. 

Mr. Jounson. So that for the record here you can state, then, that 
you disagree with the position taken by the American Farm Bureau? 

Mr. Tuorre. We do. 

Mr. Jounson. And that you feel that you are speaking for the 
group in your classification of the farmer grower ¢ 

Mr. Tirorrr. I am speaking for the members of our association; 
yes, sir. 

Mr. Jounson. On page 3, under subtitle (3), in which you speak 
of the conference system under which you have enjoyed excellent 
service, you say: 

Steamship rates are mutually agreed upon by industry and the ocean carriers. 
Generally such rates are set at a figure which will show carriers a reasonable 
profit. 

Do you mean to tell me that the carriers have opened their books to 
you or made known to you what constitutes their getting a reasonable 
profit from the rate? 

Mr. Tuorrr. They have not opened their books, Mr. Congressman. 

Mr. Jounson. How do you get that information ? 

Mr. Tuorre. For one thing, I would not suspect that the conference 
members would agree to any rate which would show other than a 
reasonable profit. 

Mr. Jonnson. But you make rather a definite statement that it is 
a rate at a figure which shows carriers a reasonable profit, and I ask 
whether or not in the preparation of this statement you had the op- 
portunity to counsel with representatives of the conference with which 
you deal. 

Mr. Tuorrr. I had the opportunity, yes; but did not do it. 

Mr. Jounson. Pardon me. 

Mr. Tuorpr. I did not do it. 

Mr. Jounson. You did not? 

Mr. Tuorrr. No. 

Mr. Jounson. This is merely an assumption on your part, then? 

Mr. Tuorrr. I think it isa fair assumption; yes, sir. 

Mr. Jounson. Of course, they are all complaining, though. These 
conferences are saying that they have not been doing too w vell. That 
is their testimony. There are lots of them coming forw ard and say- 
ing that they need, of course, all the help they can eet. 

Mr. Trorpr. Such complaints have not been channeled through our 
association. 





| 
| 


| 





i. 


STEAMSHIP CONFERENCE STUDY 1379 


Mr. Jounson. I have no further questions. 
Mr. Garmatz. Thank you very much. 

Mr. Tuorre. Thank you. 

Mr. Garmatz. Mr. Mackey ? 


STATEMENT OF PETER B. MACKEY, ASSISTANT VICE PRESIDENT, 
ATKINS, KROLL & CO., LTD., SAN FRANCISCO, CALIF. 


Mr. Garmatz. You may proceed, Mr. Mackey. 

Mr. Mackey. Thank you. 

My name is Peter b. Mackey. I am assistant vice president of 
Atkins, Kroll & Co., Ltd., 417 Montgomery Street, San Francisco, 

Calif. Atkins, Kroll & Co. was established in San Francisco in 1906. 
oes company has branch offices in Los Angeles, Portland, Oreg., and 
New York. We also have subsidiary companies in the Philippines 
and Guam, Marianas Islands. We are engaged primarily in the 
import and export business. The commodities we mainly handle are 
in the lines of machinery, foodstuffs, and raw materials. 

Although we trade in most areas of the world our primary export 
business is with the Philippines, Guam, Japan, and to a lesser extent 
with Europe and Latin America. We import wood products, steel, 
fertilizer, and other raw materials primarily from the Philippines, 
Japan, and Europe. 

Although we do not keep a record of the total overall tonnage 
shipped by us our accounting department estimates that last year 
we paid ocean freight bills in an amount between $1 million and $1,- 
250,000. I have been with Atkins, Kroll & Co. since the end of 
1945 and my main responsibility at the present time is the export 
marketing and sale of U.S. produced products, foodstuffs, including 
canned goods, flour, et cetera; raw materials including feedstuffs, 
fertilizers, and chemicals. In some cases we represent American 
manufacturers exclusively for a particular brand or line of goods in 

i particular foreign market and it is our responsibility to see that 
the materials of the people we so represent are given the widest pos- 
sible distribution. 

Ocean freight in some cases comprise a large percentage of a for- 
eign country landed cost, and freight rates are, therefore, of extreme 
importance to us. In some cases, particularly in feedstuffs, ferti- 
lizers, and chemicals a competitive freight disadvantage of a few cents 
per ton, as opposed to the freight rate from some other supplying 
area, can mean the difference between a sale and losing the business. 
Frequency of service, conformance to published sailing and arrival 
schedules, prompt payment of claims, are all important factors but 
are generally of lesser importance than the existence of competitive 
freight rates. 

Our company are signatories to a number of conferences, both in- 
bound and outbound, and it has always been our policy to ship on 
conference vessels where we control the freight. Due to the fact 
that a good percentage of our export business is in the Orient, my 
experience with conferences has been mainly with Pacific W estbound 
Conference and the Far East Conference, Generally speaking, our 
relations with the Pacific Westbound Conference have been quite 
satisfactory. There have been several instances in the recent past 
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where we have had to obtain a reduction in freight rate in order to 
remain competitive with other supplying areas, or with nonconfer- 
ence competition and where the Pacific Westbound Conference has 
taken prompt action in reducing the rate. It has been our experience 
that the Pacific Westbound Conference will usually take action in 
adjusting rates where a definite necessity arises, particularly where 
the quantity of cargo involved is fairly large. 

As indicated abov e, our company 1s fairly diversified in commodi- 
ties exported and we have had at times difficulty in obtaining freight 
adjustments on commodities that move less frequently or in compara- 
tively small volume. We are definitely of the opinion that the con- 
ference should set up a system whereby the important shippers of 
a given commodity are consulted regarding rate changes prior to 
the change. We understand that certain shipper asoci: tions, such as 
the cotton shippers and the flour people, are consulted, and we feel 
that this idea should be extended to other commodities. 


MISBILLINGS 


I realize that — committee is primarily concerned with the dual 
rate system but, from reading some of the previous hearings, I under- 
stand that you are also interested in the functioning of ‘the confer- 
ence system as a whole. 

A serious problem, from our standpoint, that was touched on briefly 
by Mr. Clarence G. Morse, on page 8 of his testimony, is that con- 
cerning shipper misbilling or misdeclarations. One of the principal 
justific ations for a steamship conference, from a shipper’s standpoint, 
is that it provides equal freight costs to all contract shippers. 

Further, section 16 of the Shipping Act makes it unlawful for 
shippers or carriers to engage in misbilling practices. Unfortunately 
this law does not appear to us to have been ve ry str ictly enforced in 
this area and for a number of years certain contract shippers have 
engaged in the practice of improperly declaring el shipments as 
to ‘commodity description, cubic measurement, and/or gross weights, 
and have thereby gained an unfair freight cost adv: ene ige over ship- 
pers who have correctly declared their shipments. 

Over a year ago, because a number of such misdeclarations were 
brought to our attention, we had conversations and correspondences 
with the Pacific Westbound Conference, the individual conference 
lines, the U.S. Department of Commerce, and the U.S. Customs, but 
nothing constructive resulted. At the request of your counsel, copies 
of our correspondence with the Pacific W estbound Conference on this 
subject were given to him so we believe that your committee is con- 
versant with this subject. None of these groups contacted suggested 
that we take the matter up with the Federal Maritime Board. Quite 
frankly, I was unaware that the Federal Maritime Board had a regu- 
latory department until we had a visit several months ago from an 
FMB examiner, asking for information we had regarding misbillings 
whie h we were al: id to give to him. 

My prine ipal reason for being here today is te support Mr. Clar- 
ence G. Morse’s idea of having a representative of the Federal Mari- 
time Board Office of Regulation permanently located in San Fran- 

cisco and at other major U.S. seaports. We sincerely hope that your 
committee will encourage the Maritime Board in this respect and 
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that the representative will be given the ful] and clear authority to 
investigate such matters and t: ake action where nec essary. 


DUAL RATE SYSTEM 


As stated previously, we are conference signatories to agreements 
covering all areas where we trade. We have alw ays fully respected 
these contracts and intend to do so in the future, with or without 
the dual rate system. 

We fully appreciate the problems the conference lines have in 
trades where nonconference or tramp competition is severe. We feel 
that we can appreciate their position because we, in the import-export 
trade are in an extremely competitive business and must face and meet 
competition in almost every line we handle. However, i in the export 
trade we know best, from the United States to the Far East, we 
seriously question the necessity for legalizing so- calinal: strong tying 
devices which could seriously hurt t shippers through liquids ated dam- 
age provisions or conceivably put them out of business by cancellation 
of the contract agreement and application of noncontract rates. We 
feel that it is in the public interest if the dual rate system is made 
legal, by your legislation, that it also be made mandatory that con- 
ference contracts include an escape clause. By this I mean that if a 
conference shipper has been refused a rate reduction, or a rate reduc- 
tion is not granted within a reasonable period of time to meet com- 
petition of tramps, nonconference, or other conferences, and further 
that the shipper can show that he has lost business because of such 
competition, that under these conditions the contract be specifically 
worded to allow the shipper to make shipments without penalty out- 
side the conference of the specific commodity involved. 

Another point that worries me, and I am sure it has the same 
effect on our steamship friends, is that brought out quite clearly by 
Mr. William S. Mailliard, in his questioning of Mr. J. A. Dennean, 
chairman of the Far East Conference. 

Mr. Mailliard stated: 


The thing that gives me concern, and on which I would like an opinion from 
you, is this: If the only recourse the Maritime Board has for policing is to 
invalidate the conference agreements, is this not giving them an elephant gun 
to shoot rats? I just cannot believe that you could seriously expect this com- 
mittee to spell out, to a greater extent than the law now does, your authority 
to protect yourself, without in turn giving the Federal Maritime Board more 
authority to protect the public interest. 

Now if the dual rate system and/or other strong tying devices are 
made legal, then I would feel, as Mr. Mailliard apparently does, that 
the Federal Maritime Board is going to have to be given some very 
strong rate-approving authority. In other words, authority similar 
to that of the ICC. Such a plan would necessarily include a pro- 
cedure of rate application, protests, notices, et cetera, that could be 
very time-consuming and unwieldy. In foreign trade, competition 

can develop very quickly and it must be met immediately, or you can 

be out of business. Therefore, in my opinion, such proc edures applied 
to ocean freight rates in the foreign trade are not only impractical 
but could conceivably jeopardize U.S. export trade. We are, there- 
fore, definitely opposed to Government intervention in day-to-day 
ratemaking. 
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Being aware of the tremendous amount of testimony that your 
committee will have to study, I have purposely confined this statement 
to points which we consider of vital importance. If, however, you 
have questions on other aspects or concerning st: 1tements I have made, 
I would be pleased to answer to the best of my ability. 

Thank you for the opportunity to appear. 

Mr. Downtne (presiding). Mr. Tollefson. 

Mr. Totterson. Mr. Chairman, I have no questions. 

Mr. Downtna. Mr. Casey 

Mr. Casry. Mr. Mackey, when referring to the Pacific Westbound 
Conference, do ce also include the Far East Conference ? 

Mr. Mackey. I did not mean to exclude the Far East Conference. 

Mr. Cassy. I wondered if you were referring to both conferences 
when you said it had been generally satisfactory. 

Mr. Mackey. That is right. 

Mr. Casey. In other words, you endorse possibly the idea of having 
some sort of an appeal board under the Maritime Board where you 
could protest any failure to make a rate adjustment where you thought 
you had it coming ? 

Mr. Mackey. I think there is that now, is there not? 

Mr. Casry. Well, of course, they have hereunder no obligation to 
make the adjustment but, in case they do not, a hearing if you get 
your rate reduction, but, due to the fact that you must have quick 
action on a rate reduction as you stated there, would you not stand a 
better chance of having an appeal to go ahead and pay your rate and 
have your appeal and, “if your claim was just and the Board had the 
right to lower the rate and require a refund to you, would that not 
meet your problem ? 

Mr. Mackey. No, it would not. 

Mr. Casey. It would not? 

Mr. Mackey. No, sir. You are talking about a lot of money and 
we could not make a sale on the basis that we might get back some 
refund in the future. 

Mr. Casry. It would take a lot of capital to gamble in that manner. 

Mr. Mackey. Capital and also you are risking a tremendous loss. 

Mr. Casry. Is there any way that you think we might be able to 
put the escape clause in or make it a requirement where it could not 
be abused? Do you have any ideas as to how that might be put in 
there so that it would not be subject to a lot of abuse? 

Mr. Mackey. There are a lot of things that might be abused. Iam 
not a lawyer. I think there should be an esc ape clause in there. I 
am simply suggesting that. How it should be worded and worked 
out is something that has to be decided. 

Mr. Casry. Can you not get out of your contract on 60 days’ notice 
now ? 

Mr. Mackey. Yes, we could get out and be out of business. We 
could not afford to pay a noncontract rate. 

Mr. Casry. You want in this instance to be able to get out on one 
particular item only, is that right, and still have your contract ? 

Mr. Mackey. This, in some respects, is theoretical, but it could 
happen. It is like the last witness who made his reservations about 
this thing. I am just trying to make a suggestion here that might 
make the whole thing workable. I do not know. I would say that 
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in the main if we went to the conference and explained the thing and 
to the individual lines and we felt we had a fair case and they turned 
us down, then I feel we should be free to go outside and make the best 
deal we can if we can. 

Mr. Cassy. Of course, that would be a difference of opinion as to 
what the reasonable and equitable rate should be. 

Mr. Mackey. It might be, correct. 

Mr. Casey. And in that case you would be the sole determining 
judge of whether or not your request was good or not? 

Mr. Mackey. I think the sole determining judge would be whether 
or not we could make a sale if we know pretty much what our com- 
petition is based on, their f.o.b. cost, and we are not getting the busi- 
ness ¢.i.f. and we know that somebody else has a lower freight rate. 

Mr. Casry. You would have to have some pretty stiff rules on just 
when that should be applicable, would you not? 

Mr. Mackey. I say this, that I do not think that this is going to 
come up too often. By and large, naturally, the ste: umship companies 
are in business to make money and more power tothem. They should 
make money but there may be a particular situation where you could 
not get an agreement in a conference and a reduction in rate for one 
reason or another and they could put us out of business in a particular 
line, by not agreeing to that reduction. 

Mr. Casey. We have had some complaints along that line. 

Mr. Mackey. If that situation comes up, I think it is only fair that 
we be allowed to get out of the contract without penalty. 

Mr. Casey. Only with reference to that item ? 

Mr. Mackey. That is right. 

Mr. Casey. But all your future shipments would be on the lower 
rate? 

Mr. Mackey. That is right, a specific exception. 

Mr. Casey. I believe that is all. 

Mr. Garmartz (presiding). Mr. Johnson. 

Mr. Jounson. | am very interested in your comments entitled “Mis- 
billings.” You speak of a situation about a year or more ago dealing 
with misbillings. Was that with the Pacific Westbound Conference ? 

Mr. Mackey. No, sir. It was with the Far East Conference, too. 

Mr. Jounson. You speak of the fact that you had conversation and 
correspondence with the Pacific Westbound Conference in dealing 
with this misbilling. 

Mr. Mackey. Yes, sir. I sent a copy of the original letter to the 
Far East Conference. Thereafter, feeling that whatever action would 
be taken in one conference would probably be taken in another and 
because it was more convenient to talk here because the headquarters 
were here, most of the discussions were with the Pacific Westbound 
Conference. 

Mr. Jounson. Have you experienced the same difficulty with other 
conferences ? 

Mr. Mackey. Not to my knowledge; no, sir. Not within my sphere. 

Mr. Jounson. You state that you are signatory to quite a number 
of conferences. 

Mr. Mackey. That is correct. 

Mr. Jounson. Do you feel then that the difficulty lies with the in- 
dividual conference in its administration ? 
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Mr. Mackey. I did not mean to imply that. It ismy particular ex 

erience, my own experience. I am not saying that the Pacific West- 
cal Conference is doing anything different than any other confer- 
ence along those lines. 

Mr. Jonson. Do I understand that you feel that they purposely 
misbilled in order to get a lower rate in the instance you speak of / 

Mr. Mackey. I do not think there is any doubt about it, sir, unless 
it was an out-and-out mistake. That would be the only reason T could 
think of. 

Mr. Jounson. What could you suggest that we eould do to give re- 
lief from such a situation ? 

Mr. Mackey. Mr. Morse I believe suggested and, as I say, one of 
the main reasons I am here today is to “support his idea that a Fed- 
eral Maritime Board representative be put out here in San Francisco 
and at the other major seaports to look into these things, to have the 

ower of subpena, and to get records and so on and so forth, and look 
into these things and levy fines where he finds that some misbilling 
activity has been done. 

Mr. Jounson. But you do have at the present time redress through 
the Maritime Board if you can show that there has been an inten- 
tional misbilling, is that not true ? 

Mr. Mackey. I am aware of that now; yes, sir. 

Mr. Jounson. So that relief is already provided by law. 

Mr. Mackey. A lot of these things can be handled more quickly 
and I think there would be less of it if there was a man right here 
that you could talk to. 

Mr. Jounson. I have nothing further. 

Mr. Downtna. Do you not have a man in this area now? 

Mr. Mackry. Not a regulatory man, to my knowledge. I think he 
isalegal man. That is my understanding. 

Mr. Downtna. Thank you. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zinckxe. Mr. Mackey, in connection with this misbilling, did 
you furnish information of specific cases to the conference chairman 
or was this simply a general complaint ? 

Mr. Mackey. No, I think I may have mentioned names verbally 
but not in my correspondence; no, sir. 

Mr. Zinckre. You conveyed the information to the conference 
chairman that other contract signers were securing an advantage 
through misbilling, is that correct ? 

Mr. Mackey. Correct. 

Mr. Zincxe. What did the conference chairman say or do with 
reference to it? 

Mr. Mackey. I made certain suggestions as to what they should 
do. I suggested that where it was found that there was intentional 
misbilling ‘that the conference itself, not the individual line, should 
bill the shipper the noncontract rate, in other words, the higher rate; 
and we had a little conversation and correspondence on that subject, 
but they did not consider that feasible at the time but said they were 
working on it and hoped to come up with something and that is about 
where the matter stands right now. 

Mr. Zincke. Well, the net effect is that you called to the attention 
of the conference the violations of the law and possibly of their 
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conference contracts by individual lines and the conference did noth- 
ing about it, is that correct ¢ 

Mr. Mackey. No, that is not correct. 

Mr. Zincxe. Will you correct it? 

Mr. Mackey. This is hearsay because this is what I was told was 
done. 

Mr. Zincke. What do you know was done ? 

Mr. Mackey. I was told that the conference phoned the individual 
line in one case and that the line said that they got the correct freight 
back from this shipper. 

They do not show me the copies of checks or send me copies of 
telephone conversations or anything. They tell me this and I believe 
them. Ithink they did, probably. 

Mr. Zincke. That was on one occasion. Did you have more than 
one experience of that character / 

Mr. Mackey. Yes. Then there was one on the same commodity on 
the same line right after that, 2 weeks later. 

Mr. Zincxe. What happened in that case / 

Mr. Mackey. The same situation. We protested to the line, to the 
conference, and so on. 

Mr. Zinckxe. The same treatment was accorded you? You were 
told that an adjustment was made ? 

Mr. Mackey. Yes. 

Mr. Zrncke. Did you have any other experience ¢ 

Mr. Mackey. Yes, we have had other experiences and the informa- 
tion that we have has been given to the representative of the Federal 
Maritime Board. 

Mr. Zincxke. Did it indicate a pattern of consistent violation by 
either an individual shipper or an individual line ? 

Mr. Mackey. Not by a line, no, but by shipper, I would say, yes. 

Mr. Zrncxe. But by lines in a particular conference there were 
consistent violations ? 

Mr. Mackey. Yes: but, as I explained, most of my experience has 
been in this conference, so that I cannot say that it does not go on in 
other conferences or does go on. 

Mr. Zinckxe. Have you had any experience with the joint agree- 
ment between the Far East Conference and the Pacific Westbound 
Conference ? 

Mr. Mackey. Yes. 

Mr. Zinckre. Would you indicate what your experience has been / 

Mr. Mackey. Well, our experience has been that at times it delays 
us. In other words, if we 1 equest an adjustment generally there has 
to be an agreement back from the Far East Conference and if we are 
waiting to y do a piece of business this can be difficult from our stand- 
point. 

Mr. Zincxr. Have you ever had an occasion where the westbound 
conference approved 2. reduction and it was rejected by the Far East 
Conference ? 

Mr. Mackey. I have heard of them, but I have not myself. 

Mr. Zincke. In your opinion, does the existence of the joint agree- 
ment assist the shipper i in any way ? 

Mr. Mackey. I would say that in some ways it helps and in some 
ways it, hinders. 
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Mr. Zincke. Would you be specific, please / 

Mr. Mackey. There is not a “yes” or “no” answer to that. 

In other words, it hinders us because it may cause a delay. There 
may be a difference of opinion in the other conference back there. On 
the other hand, I can see where in two competing supplying areas 
there should be some relationship in freight rates to the same market. 
That is understandable. 

Mr. Zinckr. You mentioned in your statement on page 2 that : 

It has been our experience that the Pacific Westbound Conference will usually 
take action in adjusting rates where a definite necessity arises, particularly 
where the quantity of cargo involved is fairly large. 

You go on to say: 


* * * we have had at times difficulty in obtaining freight adjustments on 
commodities that move less frequently or in comparatively small volume. 

Mr. Mackey. Yes, sir. 

Mr. Zincxe. The testimony of the conferences and some other wit- 
nesses has been that both large and small shippers were intended to 
be treated alike. I take it that that has not been your experience ? 

Mr. Mackey. Well, I think it is perfectly natural and understand- 
able that shipper groups who do ship in large quantities are going to 
occupy more of the conference's time and be given more considera 
tion. It isa matter of commonsense that they will be. 

Mr. Zrxcxe. But it does not square with the statement that large 
and small are treated alike, does it ? 

Mr. Mackry. That is not my statement, sir. 

Mr. Zincke. No, sir. Tam just asking your comment on it. That 
is all [ have. 

Mr. Garmarz. Are there any other questions ? 

Thank you, Mr. Mackey. 

Mr. Mackey. Thank you. 

Mr. Garmatz. Our next witness is Mr. Levis, vice president of 
Connell Bros. Co., Ltd. 


STATEMENT OF ARTHUR D. LEVIS, VICE PRESIDENT, CONNELL 
BROS. CO., INC. 


Mr. Garmatz. Mr. Levis, you may proceed. 

Mr. Levis. Mr. Chairman, my name is Arthur D, Levis, I am ap- 
pearing before your committee on behalf of my firm, Connell Bros. 
Co., Ltd., of which I am vice president. Our firm has been engaged 
in a general importing and exporting business on a world basis for 
over 60 years, and I personally have spent over 30 years in foreign 
trade specializing in countries of the Far East where we have our own 
branch offices or affiliated companies in Hong Kong, Formosa, 
Philippines, Guam, Singapore, Japan, Seoul, Okinaw ay and Saigon. 

In transacting business with various foreign countries we ship over 
many trade routes and therefore deal with many conferences. I feel 
we have had a rather broad experience in connection therewith. 

I would observe that effective ocean transportation to a foreign 
— requires (1) frequency of sailings; (2) dependability of service; 

(3) stability of rates; and (4) a competitive position in relation to our 
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foreign competition. It is my sincere belief that this is only attainable 
through the steamship conference system. I subscribe also to the 
concept that a dual rate system is the most satisfactory method so far 
devised of holding a conference together. I note the ¢ ontract system 
is referred to as a “tying device insuring shipper loyalty.” This is 
true, and it also might be said it ties the conference together and pre- 
vents it from falling apart. 

I would not contend for a moment that we have not had difficulties 
with conferences. The four requisites that I have mentioned, fre- 
quency, dependability, stability, and a favorable competitive position, 
are naturally the ultimate in a shipper’s relationship with an ocean 
carrier. There is no need of my repe: ong the many comments that 
have been made before this committee by shippers. Each witness has 
his own experience to draw upon in determining whether conferences 
in the dual rate system have aided or hampered his business through 
the years. 

The transpacific trade in postwar era has in the overall been quite 
stable from a foreign trader’s standpoint. Although there have been 
periods in which a serious threat to the stability has occurred. I 
am thinking specifically at the moment of one of the largest com- 
modity movements to the Far East; namely, flour. Generally speak- 
ing, I feel the Pacific Westbound Conference members have en- 
deavored to cooperate with flour shippers to the best of their ability. 
We have seen periods in which nonconference competition has en- 
tered the trade and, where exporters have patronized this competi- 
tion, in the end the results have been to the detriment of the trade as 
a whole. 

Frequent and regular sailings are necessary to properly serve this 
segment of export. It is my considered opinion that without the con- 
ference we would be faced with a catch-as-cateh-can situation. It is 
difficult enough to maintain a competitive position in foreign trade 
today on commodity basis alone without trying to second guess the 
cost of transportation. If there are no regulatory arrangements and 
the carriers are required to shift for themselves, most certainly ex- 
perience has proven a chaotic condition results. 

There have been instances in which the conference could be severely 
criticized for not acting promptly on a rate adjustment request. The 
last requisite I have mentioned is the competitive position in relation 
to our foreign competition. I firmly believe that if steamship com- 
panies are to be given the privilege of banding together in confer- 
ences, that some machinery should be created that. would permit a 
shipper to appeal to the Federal Maritime Board if he sincerely felt 
: discriminatory position was being maintained by the conference. 

[ understand that steps are being taken to establish a branch of the 
Regulation Office in the Maritime Administrator’s branches located 
in New York, New Orleans and San Francisco. This is definitely a 
step in the right direction, and in line with the thoughts I have in 
mind. 

Summarizing my position, I would go on record urging that Con- 
gress legisl: tively sanction the contract rate system much in its pres- 
ent form but also establish the appeal machinery that I have men- 
tioned. 
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Mr. Garmatz. You say on the last page, Mr. Levis: 


Some machinery should be created that would permit a shipper to appeal to the 
Federal Maritime Board if he sincerely felt a discriminatory position was being 
maintained by the conference. 

You have that now, do you not? 

Mr. Levis. That is something I did not know until today. 

I thought the Maritime Commission more or less governed the ac- 
tion of the conference rather than the rate structure. 

Mr. Garmatz. The conferences you deal with have never told you 
that in all the time you have been in business ? 

Mr. Levis. No, sir. 

Mr. Garmarz. A number of witnesses have said that. Do not the 
conferences tell their shippers about that ? 

Mr. Downing? 

Mr. Downrna. Mr. Levis, on the last page of your statement, you 
say: 

There have been instances in which the conference could be severely criticized 
for not acting promptly on a rate adjustment request. 

Could you give some examples of those instances ? 

Mr. Levis. Well, no, I could not give you the specific instances but, 
as I mentioned, in the flour instance, it took action on the part of the 
various flour miller groups and in fact one of the members of the 
flour millers’ group threatened to drop out of the conference and 
ship on nonconference lines; but it took consideration by the confer- 
ence and the flour millers’ groups so that they finally arrived at a 
satisfactory adjustment of rates that brought them back into the con- 
ference again. 

Mr. Downine. Do you know how long that negotiation took? 

Mr. Levis. They probably had meetings here and went up to Port- 
land and probably Seattle. I do not know the days it would take 
for it. 

Mr. Downine. Was the delay unreasonable ? 

Mr. Levis. Well, it was not quick. I would say that. 

Mr. Downinea. But recently they did arrive at a mutually satis- 
factory rate? 

Mr. Levis. I think there were at least three meetings before they 
arrived at the final decision. 

Mr. Downtne. All right, sir. Thank you very much. 

Mr. Garmatz. Mr. Tollefson. 

Mr. Totierson. I have no questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Mr. Levis, you have had many, many years of exper- 
ience here. Are you a signatory to a conference ? 

Mr. Levis. Oh, yes. 

Mr. Casry. How many conferences ? 

Mr. Levis. The following are the conferences of which I am a 
signatory: Pacific Coast Caribbean Sea Ports Conference, Pacific 
Coast European Conference, Pacific Straits-Indonesian Conference, 
Pacific Westbound Conference, Pacific West Coast of South America 
Conference, and Far East Conference. 

Mr. Casrty. Do you handle any business from the Atlantic coast? 

Mr. Levis. Very rarely. We have a little bit that might go into 
Puerto Rico. 
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Mr. Casey. Each of these different conferences sets up its own rates, 
is that right ? 

Mr. Levis. Yes, sir. 

Mr. Casey. Are you familiar with the comparison of the rates 
from the Pacific coast to the Philippines and rate from the east 
coast, New York to the Philippines? 

Mr. Levis. Basically. I cannot recall all the rates but if we have 
a rate problem we call the conference here and we have an office in 
New York and we get the conference freight rate from the east coast 

and usually there is a disparity of maybe $2 a ton difference from 
the east coast to the Philippines versus the west coast to the Philip- 
pines. 

Mr. Casry. How much difference is there in mileage from the east 
coast to the Philippines and from the west coast to the Philippines ? 

Mr. Levis. I could not tell you the exact mileague but in deliveries 
it might mean 45 days from the east coast to maybe a direct ship- 
ment from the Northwest to the Philippines of 25 days. 

Mr. Casey. Is that difference in rates an equitable one, in your 
opinion ¢ 

Mr. Levis. I think so, yes, sir, for the carriage involved, but the 
Pacific coast deliveries are usually preferred on “account of the time 
element. Some of the ships that make a direct call even make it 
better than 25 days. Some of them that go direct from San Francisco 
probably make it in 15 or 19 days. 

Mr. Casey. Do you find that there is much difference in your var- 
ious conference contracts? We have had some witnesses who say that 
there ought to be a standard type of conference contract. 

Do you think that is necessary ? 

Mr. Levis. Personally, I have not reviewed the wordings of each 
contract for comparison. 

Mr. Casey. That has never given you much concern ? 

Mr. Levis. No, we use the traffic department and go to the confer- 
ence for rates and, if they are compatible, the wording of the contract 
does not enter into our trading. 

Mr. Casry. You are content with the system and the dual-rate sys- 
tem provided there would be some intermediate step other than the 
drastic step of disbanding the conference on settling your rate differ- 
ences ? 

Mr. Levis. Yes. 

Mr. Casey. I gather that from your statement. You found you 
have a right to appeal to the Board. 

Mr. Levis. I had in mind more the local level where, if you appealed 
to the conference for a rate and you did not get satisfaction, you 
could take it up through this Board of Review to see whether or not 
you were basically correct in asking for that. You might get quicker 
action in that respect. 

Mr. Casey. I have no further questions. 

Mr. Garmarz. Mr. Tollefson. 

Mr. Totierson. I have no questions. 

Mr. Garmatz. Mr. Levis, you are part of this Pacific Coast Euro- 
pean Conference, are you not ? 

Mr. Levis. Yes. 

Mr. Garmatz. Mr. McArt, do you notify these people in your con- 
ference about their right to appeal to the Maritime Board ? 
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Mr. McArr. I was just recalling, Mr. Garmatz. I believe I sent 
such a circular out to the contract shippers at one time. I made a note 
to check it and I was going to suggest that I write and let you know. 

At the moment, I am not going to give you a positive answer. | 
do not recall. I think we did. 

Mr. Garmatz. Two or three witnesses this afternoon said they did 
not know they had that right to appeal to the Maritime Board. We 
have heard that in several cities. 

Mr. Levis. We ship most in the Far East but we belong to most 
conferences in case we do ship. 

Mr. Garmatz. Is Mr. Galloway here? 

Mr. Gatioway. Yes. 

Mr. Garmatz. Are you a member of the Pacific Westbound 
Conference ? 

Mr. Levis. Yes. 

Mr. Garmatz. Do you notify them ? 

Mr. Gattoway. I do not recall that we ever sent an information 
circular of this kind, Mr. Garmatz. 

Mr. Garmatz. Do you not think that it is important to let them 
know that they have the right to appeal ? 

Mr. Gattoway. Maybe some of us know this so well that we pre- 
sume our shippers do. Fi rankly, I am surprised at both Mr. Levis’ 
and Mr. Mackey’s statements in that regard. 

I do know that I have personal conversations many times with 
these people and occasionally in our negotiations they will get to the 
point of “Well, we are not satisfied. What can we do?” and we : say, 

“You know you have the right to appeal to the Federal Maritime 
Board.” 

This has come out in specific cases but we have not circularized them. 

Mr. Garmatz. Would it be a good idea to do that? 

Mr. Gattoway. I am not sure that it will be a good idea. 

Mr. Garmatz. Is Mr. Burley here ? 

How about the Pacific Coast Latin American Conferences? 

Mr. Burry. We have never sent out a general notice to the ship- 
ping public, but where we have been involved in rate disputes we 
have freely notified the shippers involved that they have the right 
of the informal or formal complaint under section 16 of the Act and 
we have participated in a number of informal complaints and they 
have been satisfactorily adjusted. 

Mr. Garmatz. Thank you. 

Thank you, Mr. Levis. 

Mr. Levis. Thank you. 

Mr. Garmatz. Mr. Stetson, could you testify today ? 

Mr. Stetson. Yes. 

Mr. Garmatz. All right, Mr. Stetson. 


STATEMENT OF T. R. STETSON, MANAGER, EXPORT SALES DEPART- 
MENT, PACIFIC COAST BORAX CO., DIVISION OF UNITED STATES 
BORAX & CHEMICAL CORP., LOS ANGELES, CALIF. 


Mr. Srerson. My name is T. R. Stetson. I am appearing before 
your committee on behalf of Pacifie Coast Borax Company Division 
of United States Borax & Chemical Corporation, of which I am the 
manager of the export sales department. 
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The United States Borax & Chemical Corp. owns and operates at 
Boron, Calif., the world’s largest known deposit of borate. It is the 
world’s largest producer and ‘exporter of borax and borate products, 
accounting ‘for about 70 percent of the total U.S. production of which 
approximately 40 percent is exported from the United States. Ship- 
ments to worldwide destinations run to tens of thousands of tons per 
annum. Irrespective of commodity, it is one of the largest shippers 
from the Pacific Coast. It depends on the carrier members of various 
conferences operating from the Pacific coast to different parts of the 
world to carry its tonnage, practically all of which moves through 
the Los Angeles- Long Beach Harbors. 

I had the priv ilege of testifying before the Committee on Merchant 
Marine and Fisheries in W ashington last June in support of the prin- 
ciple prompting the emergency ‘legislation at. that time. Chairman 
Bonner expressed the intention then of conducting an intensive in- 
vestigation to serve as a basis for new legislation “and we have fol- 
lowed this series of heari ings with keen interest. We congratulate the 
members of this committee upon the prompt and positive j action it has 
taken, and I am glad to have this opportunity of reiterating and aug- 
menting our views in favor of the conference and dual rate sy stem. 

I should like first to direct my remarks to the desirability of the con- 
ference system itself and, more particularly, the exclusive patronage, 
so-called, contract arrangement. 

The first point in support of our position involves the absolute neces- 
sity of maintaining an orderly and stable system of rates in order to 
afford regular service to buyers. Our commodities are raw materials 
used by buyers throughout the world in a multitude of processes and 
finished products. They have to plan their usage and requirements 
months ahead in order to maintain an adequ: ite flow of supplies. 
Some of them make forward sales contracts on their products. It is 
of supreme importance to them that we be in a position to give them 
some assurance that the landed cost of materials will remain constant 
for a reasonable period of time at the lowest level of rates consistent 
with service. ‘To do this, it is necessary to have stability of rates. 
Conference contract dual rate systems have provided this reasonable 
forward assurance of rate stability. Furthermore, they insure us of 
regular and frequent sailings, enabling orderly scheduling of produc- 
tion and shipment of orders : at the times required by buyers. It is 
only in this way that we can give buyers the service that is necessary 
for orderly planning, production, and merchandising. 

While the conference contract systems do allow rates to be increased 
generally on 2 months’ notice, the effect in actual practice is that we 

can plan forward for a much longer period. History has shown that 
without some such system, chaotic rate wars have resulted and have 
led to conditions under which buyers would hardly know from one 
day to the next what their supplies would cost them. Obviously, un- 
der such conditions, they would be loath to buy very far ahead, which 
would make our mining, production, selling, and planning extremely 
difficult, leading probably to peaks and valleys ; and would also cause 
them to look to alternate sources of supply and possibly competitive 
materials from other countries. 

Our buyers look to us to get the best. and most efficient transporta- 
tion possible at the lowest rates consistent with service. It takes a 
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minimum on the average of 3 months from the time a buyer places 
an order and applies for an import license until the goods are de- 
livered. Scheduling shipments ahead in anticipation “of necessary 
licenses, permits, ¢ redits, production, et cetera, we can by a telephone 
call book forward space for any parcel or parcels with the conference 
line scheduling a ship in the best position to meet our mutual require- 
ments; with the knowledge that we will be getting the best and only 
rate available and that barring unforeseen difficulties the vessel will 
load and sail at about the scheduled time. If we did not have that 
assurance, particularly on rates, we would have to shop around with 
every parcel, mi king any number of calls to see where we could get 
the best rate in about the r ight position, haggling back and forth with 
the carriers with offers and counteroffers on each of many parcels, 
which would make booking and scheduling much more costly and 
more precarious. 

Often under open rates we could probably do better ratewise by 
waiting until pretty late in the game, because a ship coming up to the 
last loading port with free space is obviously going to give a better 

‘ate—anything at that juncture over direct loading and | discharging 
cost being gravy—than it would further ahead when it had prospects 
of filling | at higher rates; but at the same time we would be seriously 
risking not getting spac e or coming up against fairly full ships and 
having to pay premium rates to meet delivery deadlines. Booking and 
shipping this way would throw an undue and almost impossible 
burden on our production people. 

One witness, Mr. Marshall of Du Pont, testified that if they had to 
book and ship on this basis they would risk claims from their custom- 
ers who would allege that they had not always gotten the best rate 
possible. I heartily concur that this would be a source of extreme dis- 

satisfaction and trouble. 

Allegations have been made that shippers were fearful of retaliation 
if they took action against carriers or conferences when some individ- 
ual circumstance warranted. In our experience these are unfounded. 
Some years ago we were the prime movers in a complaint before the 
Federal Maritime Board against all conferences on the Pacific coast, 
in connection with hs indling ¢ harges; and we have suffered no reprisals 
either spacewise or ratewise. 

Likewise, much has been made of the preponderance of foreign-flag 
lines in these conferences, alleging that the American lines and Ameri- 
can exporters are at the mercy of the foreign majority. We have seen 
no evidence of this in our daily dealing w with conferences and carriers 
on our shipments, rates, et cetera. There are many reasons why there 
would be no such foreign discrimination against. American exporters. 
In the first place, owners want to make a profit the same as the rest of 
us, which means carrying the maximum possible cargo—and it follows 
that they must set rates which will move the most tonn age on a basis 
allowing shippers and consignees to operate profitably and which will 
return a profit to the lines. This is probably an idealistic oversimplifi- 
cation, and there are undoubtedly exceptions, or cases where rate ad- 
justments would serve the overall interests; but basically I think it is 
sound reasoning and that the economic law of supply and demand 

is a good mode rator. 

Secondly, owners have tremendous investments in their vessels, and 
in operating them; and many, we believe, are built for specific trades. 
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This, I understand, is particularly true of the Pacific coast European 
trade, which is where our heaviest tonnage moves. 

Operators have told me on several occasions that new vessels they 
have brought out in recent years and are building are designed pur- 
posely for this trade, and the type of cargo moving from the Pacific 
coast to Europe and that these vessels would not be so suitable for 
other trades or vice versa. 

Especially, we are told, there is a preponderance of refrigerator 
space in these vessels to handle fresh fruits from the Pacific coast. 
We have had examples of vessels designed for the South America- 
Europe run being substituted in this trade and running into stowage 
problems and operational difficulties. I am not enough of a naval 
architect to elaborate in detail on the technical reasons; but we do 
know that there have been stowage difficulties, cargo shutout, et cetera, 
at such times—and the reason given by the operators has been that 
these substituted vessels were not quite suitable for this service. There 
have not often been repeat voyages of such ships whereas the vessels 
designed and built for the trade ply regularly back and forth, voyage 
after voyage. 

This to my mind indicates that owners building ships for this 
trade, regardless of nationality, are doing so in the hope and expecta- 
tion of operating them profitably in this run, and that they would be 
defes iting their own ends if they were to disc riminate against Amer- 
ican exporters ratewise in favor of competitive shippers of similar 
products from other countries. 

Another such contention has been that conferences, per se, result in 
higher rates; I cannot agree with this. At the request of committee 
counsel during prehearing field investigations we submitted a synop- 
sis of borax rates to various foreign destinations, and this report did 
not indicate that the rates in trades covered by conferences with dual 
rate systems were higher. 

Mr. Morse presented some figures showing that conferences using 
dual rates had not increased rates significantly more during the past 
several years than conferences not employing dual rates; and in all 
cases these conference rates appeared to be less than the general index 
of rate levels. 

Comparison of berth line averages with tramp averages over the 
past several years shows that berth line rates hit neither the extreme 
highs nor the extreme lows of the tramp averages. Mr. Cocke testi- 
fied similarly at the hearing in Washington last June. Thus the con- 
ferences do provide stability and moderation which is so necessary 
to our operations. 

I was particularly interested in earlier testimony by Mr. Morse 
that during the last 1114 years domestic rail rates have increased 
107.7 percent, while steamship conference rates have increased only 

59.3 percent. 

Conference carriers have over the years provided us with regular 
service and space, not only to the big tonnage ports such as Rotter- 
dam, London, Yokohama, et cetera, but to more out of the way ports 
where our (and I presume other shippers) cargo is not so heavy, but 
where we need to make deliveries, such as Malmo, Glasgow, et cetera. 
Such independents as may be operating liner services do not make all 
of these ports; and I do not see how they could. We have to depend 
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on the conference lines who make the smaller ports in conjunction with 
voyages embracing heavier tonnages to the major ports. The tramps 
with sporadic and opportunistic sailings cannot be counted on for 
sufficient regular service even to the major ports, let alone minor 
ports. 

At this point we might refer briefly to a development now being 
adopted in domestic rail transportation which has been touched upon 
by Mr. Morse in his testimony, and I refer to the “guaranteed rate 
system” which bears a strong similarity to the dual rate system now 
under your consideration. 

It would appear that many of the reasons for initiating this system 
in the railroad industry are even more applicable here in connection 
with the ocean freight problems we are encountering. 

Thus far we have directed our remarks toward the merits of the 
conference system and dual rate contract system but we wish to em- 
phasize that we do not maintain that this arrangement is perfect. We 
simply contend that it is the best and most fe asible method devised 
thus far to maintain stability and equilibrium. However, there is 
certainly room for improvement and clarification and we do have 
some concrete recommendations to submit to this committee. 

Firstly, we sincerely believe that the conference system and the dual 
rate system should have congressional approval and that Congress 
should enact. legislation setting down in detail the specific criteria or 
conditions-under which conference agreements and dual rate contracts 
are proper. Federal ene Board approval should be a prereq- 
uisite, but the Board or regulatory body should be required to 
promptly approve naeunate and contracts measuring up to these 
yardsticks. Then it “would be up to conferences and carriers to see 
that their proposed arrangements fell well within clearly defined 
laws; and we would avoid the protracted delay, litigation, and uncer- 
tainty—both for carriers and shippers—which has prevailed over the 
last several years. The carriers and shippers should not be forced to 
wait until there is imminent or actual tramp competition or damage, 
and then get too little too late. 

Secondly, there should be a basic standard form of exclusive patron- 
age contract which should be uniformly adopted by all conferences 
employing such a system. In some trades there might be need for 
slight modifications or additions, but these should first have Board 
approval and of course be within the framework of the statutes. 

Thirdly, and this is one of the most acute problems to be considered, 
there should be a very complete and conclusive definition or declara- 
tion as to the scope or application of the standard shipper’s rate agree- 
ment. Unfortunately, the use of the term “All shipments” of a signa- 
tory shipper has led to interminable confusion as to just who is the 
shipper on a given transaction. We advocate that it should cover all 
sales to the destination covered by the agreement. Exclusion of f.a.s. 
f.0.b. sales, or dependence on the terms of sale, or on the name appear- 
ing on the export declaration, bill of lading, et cetera, leaves the door 
wide open for abuses and subter fuges; and leaves the shipper and con- 
signee who in good faith take the benefits of the conference system 
and intend to live up to the spirit as well as the letter of their obliga 
tions at the mercy of the less scrupulous few. It would be quite easy, 
and there has already been testimony to this effect, for a buyer to 
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say to his supplier, “There is a nonconference vessel coming along 
next month so on the 300 tons I have ordered for mid-July shipment 
1 will buy f.a.s. and will be the shipper and get the nonconference 
rate.” Then, since these are sporadic and there probably would not 
be any nonconference opportunity available the following month, he 
says, “You ship the August parcel in your name and get me the bene- 
fit of the contract rate.” We want to see any loopholes such as this 
plugged, to avoid any possible misunderstanding. 

Fourth, needed rate adjustments are often promptly made, but at 
other times there are delays. Under the two-thirds or three-quarters 
majority voting rules generally prevailing, a small minority can block 
progressive action. We think a simple majority should prevail. 

Fifth, rate agreement contracts should in effect be supply contracts; 
that is, in return for the shipper offering the conference members 
ull the cargo resulting from his sales, they should guarantee space. 
Such contracts could specify minimum and maximum tonnages to be 
moved within the contract period. Subject to advance bookings, as 
normally made in the course of selling and shipping, and to spread- 
ing the cargo out somewhat uniformly over the contract period, the 
contract should insure that the shipper would find space for anything 
he offered within the minimum and maximum ranges. Conferences 
should relinquish jurisdiction over any ports to which they discon- 
tinue regular service. 

Sixth, instead of contracts being of unlimited duration, as is pres- 
ently the case, we believe such agreements should be for a fixed period 
of 6 months or 1 year, subject, of course, to renewal. 

Seventh, most such contracts now provide for rate increases on 60 
days’ notice but, in our opinion, the minimum notice period should be 
90 days. 

Eighth, instead of liquidated damages the contract should provide 
for ordinary damages in the event of breach; or, if this is too difficult 
of determination, for liquidated damages of, for example, 10 percent 
of the freight. Conference carriers losing a parcel to a nonconfer- 
ence line by breach of contract have not suffered damages in the full 
amount of the contract freight rate by any means. Had they gotten 
the shipment, they would have disbursed a good part of the freight 

rate in loading, handling, and discharging costs. 

As our ninth recommendation, we believe that all carriers, confer- 
ence or independent, should be required to file their rates with the 
Federal Maritime Board, and no rates should be effective until so 
filed. Rates filed on any commodity should obviously be open on 
equal terms to any shipper, large or small, of the same commodity. 
Recognizing the need for prompt and sometimes immediate adjust- 
ment of rates, to meet foreign competition or special circumstances, 
provision should be made for filing rates by telegram, so they could 
go into effect immediately the telegram reaches Washington. TI think 
it is amply clear from the testimony that, for the sake of international 
relations and the exigencies of business, the regulatory body should 
not have control over the level of rates; and by the same token, be- 

cause of the need of emergency adjustments, rates should not require 
prior Board approval. Filing as outlined should be sufficient. 

As our 10th recommendation, we believe that no carrier should be 
permitted to file or quote rates as a percentage under conference rates. 
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All quotations and schedules should be in dollars and cents. If the 
conference rate on a given commodity is, for example, $25 and an out- 
side line wants to quote $22.50, that is his prerogative, provided he 
files it as mentioned ; but he should not be permitted to go to a shipper 
and say, “I will give you 10 percent under whatever the conference 
rate may be.” We have several letters on file from an independent 
operator last year offering us 10 percent below conference contract 
rates for parcels of 500 tons or more, or 900 tons or more, and in each 
case they quoted merely 10 percent below conference rates but did not 
name a fixed dollar-and-cents rate. It seems logical to assume that 
if cargo were to move by such occasional opportunities, and the con- 
ference reduced its rate to 90 percent of its former rate, then the inde- 
pendent would still be automatically 10 percent under the reduced 
conference rate—and on and on it goes, all to the detriment of stabil- 
ity and service. 

‘As our 11th point, we urge that the spread between contract and 
nonucontract rates be fixed c statute or Board rule at a precise limit, 
namely 10 percent, or 20 percent, or some fixed amount stated in 
dollars per ton. The so-called requirement that the spread be “rea- 
sonable” is really no requirement at all. This is a very nebulous and 
indefinable restriction. The dual rate system depends on having 
contract and noncontract rates, but the permissible and proper spread 
should be clearly delineated by lawful authority. 

As our next or 12th recommendation, we believe there should be : 
clearer definition, under section 15 of the act, of what are basic con- 
ference agreements and/or exclusive patronage contracts requiring 
Board approval as compared to merely routine practices not subject 
to Board approval. 

Thirteenth, we believe that it is to the benefit of the shipping indus- 
try and our foreign commerce to provide, in any legislation that may 
be forthcoming, that the conference organizations and the dual rate 
systems are specifically exempt from : antitrust laws. 

Our last recommendation is that all conferences should be required 
to make their tariffs freely available to shippers on a nominal sub- 
scription basis. At the present time conferences on the Pacific coast 
do so, and a few on the east coast also follow this practice, but many 
do not. It has been suggested in these proceedings that "the tariffs 
be made available at the field offices of the Department of Commerce 
but we do not consider this satisfactory. Any shipper willing to pay 
a nominal subscription price should be able to get the tariffs, including 
correction service, for his own files and use. 

At this point I might restate, briefly, that we have expressed our 
views in support of the conference dual rate system but we have also 
offered for your consideration some 14 specific recommendations for 
improvement of the conference system. We might also at this point 
offer for your consideration another alternative to the exclusive pa- 
tronage contract system. 

I feel that under the concepts we have outlined a contract system 
excluding f.a.s./f.o.b. is practically no contract at all. The forward 
stability so necessary to buyers and orderly planning can only be 
achieved on such an all-inclusive basis; it likewise enables the carrier 
to count on steady volume cargo and the most efficient operations. It 
is on this volume basis that rates can be set at the lowest levels, also so 
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necessary to buyers. There is another alternative, although in view 
of the reasons we and others have advanced in favor of the dual rate 
system, we mention it only as a last resort. This might be termed a 
“Fidelity commission” or “Fidelity rebate” system. I “dislike the term 

“rebate,” because this smacks of deferred rebate, which has been prop- 
erly condemned and should remain condemned. 

Under this fidelity system there would be one level of rates, pre- 
sumably comparable to the noncontract level, which would be paid 
on each shipment; but any consignee who hi id for a period specified 
in the tariff, such as 6 months or a year, confined his shipments exclu- 
sively to conference lines would receive a refund of say 10 percent. 
This refund would be payable immediately following the specified 
period, and based on performance during that period “alone, regard- 
less of what he did the next following day. This I believe is ‘quite 
different from the deferred rebate system whereby the consignee or 
shipper had to maintain fidelity for the next succeeding period in 
order to get the rebate earned during the first period. These refunds 
should go, we feel, to consignees, who are the ones standing the freight 
in the end. Carriers coll ecting charges at the higher levels should be 
required to pay the difference into a conference pool, and this should 
be invested at interest, so that the refund would be the differential 
plus interest, to compensate the buyer for tying up his funds during 
the specified period. 

There is a related point we should like to direct to the attention of 
this group. It is our feeling that the present organizational system 
under which one man serves in the dual capacities of Maritime 
Administrator and Chairman of the Federal Maritime Board places 
an undue burden on that individual. We have the highest regard 
and respect for Mr. Morse but our considered opinion is that the 
system under which the Maritime Administrator on one hand is 
responsible for development and construction, et cetera, and on the 
other for regulation puts him in a difficult position. We advocate 
even more complete separation of the construction and subsidy fune- 
tions from the quasi-judicial regulatory functions under completely 
separate Boards and personnel. 

One more comment in passing, if you please, although this may 
be a matter for regulation or negotiation rather than legislation. 
Carriers on the Pacific coast assess a separate so-called handling 
charge for alleged services of moving cargo from point of rest on 
dock to ships tackle. In effect they divide the port-to-port rate into 
two segments. This separate charge is a source of bother and mis- 
understanding in quoting rates. On the Atlantic and gulf, the port- 
to-port rate covers it all, which we think is the correct t and efficient 
way. 

May I interpolate here that this suggestion for simplification of 
rate structure is in line with a movement that is receiving careful con- 
sideration and study by the steamship lines, the Government agencies 
and shippers to simplify documentation and reduce the extensive 
paperwork that enters into steamshipping and exporting. 

In conclusion, gentlemen, I believe that we all clearly recognize 
the problem facing shippers and carriers alike. There is no single 
magic answer and the solution is, we believ e, somewhat of a com- 
promise. If we want stability of rates and reliability of service then 
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we have to concede something to get these advantages. It has occurred 
to me, as I have read the record of earlier hearings, and as the 
honorable chairman has remarked, that a lot of people want to have 
their pie and eat it too—they want conference stability but they 
also want outside competition—they want the benefit of contract 
rates but they also want certain sales excluded from the tie to the 
conference vessels—if not the contract rates. The important ques- 
tion is, What will do the most good for the greatest number of people? 
and we think appropriate legislation on a practical basis must be 
passed. A witness from the Department of Justice testified that if 
Congress wished it could amend or revise the shipping laws to legal- 
ize conferences and the contract dual rate system without violating 
the Constitution. In our opinion the overall benefits of the confer- 
ence system and exclusive patronage contracts far outweigh the 
disadvantages. 

Mr. Chairman and members of the committee, I thank you for 
your indulgence and for your attention. That we have a profound 
and deep-seated interest in this matter is evidenced by our attendance 
here today and by the fact that I made two trips to Washington last 
year to discuss and testify on this same subject. We have endeavored 
to show not only support for the conference system—and its insepa- 

“able eonnneepert the dual rate contract or some reciprocal tying 
ar a basic precept beneficial to shippers, carriers, and 
our . foreign commerce, but to offer what we hope are some construc- 
tive and workable suggestions for continuing, strengthening, and 
improving this system, to the benefit of all concerned including the 
oversea buyers without whose custom we might as well fold our tents. 

I thank you, very much. 

Mr. Garmatz. That was a very fine statement, Mr. Stetson. I 
think you divided it about equally. You have about 19 pages and 
I think nine and a half are for the conferences and nine and a half 
say that they are not quite perfect. 

Mr. Srerson. We do not consider them perfect. 

As another gentleman said, they are the best thing that has come 
along. 

Mr. Garmarz. I did not mean that in a critical sense. 

Mr. Downing? 

Mr. Down1na. Mr. Stetson, as I understand it, you are generally 
in favor of the conference system and the dual rate system even 
though you have indicated that you have had your troubles with the 
conferences. 

Mr. Stetson. We have had. 

Mr. Downtne. Do you have any objection to telling us what the 
present complaint is that you have filed with the Maritime Board? 

Mr. Srerson. That was some years ago. That was a complaint 
about this separate handling charge that we mentioned. That was 
decided against us and is closed and done long ago. 

Mr. Downtna. Is that the same thing that a former witness, Mr. 
Johnson, was talking about this morning? 

Mr. Stetson. No, it is very distantly related. 

His was on inward cargo. Ours was on outward. 

Mr. Downtne. What was the final disposition on your complaint? 
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Mr. Srerson. The Federal Maritime Board ruled against us that 
the conferences had the right, if they wanted to, to separate their 
rate into two parts. 

Mr. Downtne. Did you raise the contention in your complaint 
that the carrier upped the charges? 

Mr. Srerson. No, we did not ask to have that charge thrown out 
or eliminated. We asked to have the present port-to-port rate and 
the handling charge added together and quoted in one lump sum in- 
stead of having to cope with two figures. 

I brought that in to show that we had the courage to file a com- 
plaint and did not suffer as a result of having done it. 

Mr. Downtna. On page 11, you make reference to something which 
has been discussed by members of this committee and counsel for 
the committee many times. That is, whether this contract is a uni- 
lateral or bilateral contract, and the main contention seems to be that 
the carrier should guarantee space. I am wondering how the carrier 
can guarantee space. It guarantees to carry your product at a cer- 
tain rate if it has sufficient space. You, as a shipper, do not guaran- 
tee to give them a certain number of tons to carry ? 

Mr. Srerson. That is why I said there would have to be a mini- 
mum and maximum quantity for a period specified in the contract. 

Mr. Downrne. If you guaranteed them certain tonnage I should 
think then that they may be in a position to guarantee you space, but 
suppose you could not guarantee them that you were going to furnish 
certain tonnage ? 

Mr. Srerson. Well, we would negotiate a contract on the tonnage. 
We can pretty well tell ahead what we are going to ship. This is 
more of a legal rather than a practical problem. We have not suf- 
fered at any time for lack of space. 

Mr. Downtnc. You have always had space available ? 

Mr. Srerson. We have been able to have space. The reason for 
putting in this here is that there have been objections about the con- 
ference system from a legal standpoint as well as from a practical 
standpoint and I am trying to suggest some things to overcome the 
legal objections and support the practical side of it. 

Mr. Downrne. I think that is all, sir. It was a fine statement. 

Mr. Garmatz. Mr. Casey. 

Mr. Cassy. I want to commend you on your statement, too, Mr. 
Stetson. I think it is very constructive. 

Do you ship more than one product ? 

Mr. Sretson. Crude and refined borax, all one category. 

Mr. Casey. Is it in bulk? 

Mr. Srerson. It is in bags. 

Mr. Garmatz. Will you yield? 

Mr. Casey. Yes. 

Mr. Garmatz. You refer to parcels? 

Mr. Srerson. We might sell 10 tons to one man and another order 
might be 100 tons and another might be 500 tons. We call each order 
a parcel as we book it. We might have 500 tons on one ship made up 
of four or five parcels. 

Mr. Casry. Your requirement on the guaranteed space might go 
fine with someone who ships in the manner in which you do in quite 
a volume and where you can forecast pretty much your minimum and 
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maximum range. That would be a little difficult in some other in- 
stance, say, of an exporter who cannot always predict. 

Mr. Srerson. That might be. 

Mr. Casey. And if he handles a variety of products. 

Mr. Srerson. That might be. 

Mr. Casey. Your third recommendation: 

* * * there should be a very complete and conclusive definition or declaration 
as to the scope or application of the standard shipper’s rate agreement. 

You take a position a little different than that of a lot of these 
shippers, primarily the exporters. You take the position along with 
the carriers that there should not be this latitude for a loophole here 
where someone could get out by designating someone else. 

Mr. Srerson. May I make one correction? We take the position 
ourselves that there should be no loopholes in it. 

Mr. Casey. Yes, sir. You take that position ? 

Mr. Srerson. Yes, sir. 

Mr. Casey. You think that that is necessary for a healthy confer- 
ence system ¢ 

Mr. Srerson. I think that that is part and parcel of the stability. 
As I outlined and another witness outlined, if it had to depend on 
terms of sale or all of these names on the bill of lading, there is too 
much chance for somebody to chisel. If our competitors are going 
to be bound by a tight contract, they are entitled to know that we are 
hound by the same contract and their customers are not going to force 
them to step out of line or our customers are not going to force us to 
step out of line. 

Mr. Sinclair’s statement this morning was very fine in theory and 
on the assumption of the millenium but as Mr. Mailliard pointed out 
was too full of loopholes. 

Mr. Casry. Do you think on this fourth recommendation that the 
law should require that all conference rates should be by a simple 
majority? Do you think that should be a matter of law? 

Mr. Strerson. I think that is the democratic system and I believe 
some of the conferences in the East do work on a majority vote. 
Where it is a three-quarters vote requiring a change, 25 percent plus 
one can block any change. 

Mr. Casry. I say, do you think that that should be a requirement 
of the law for approval? 

Mr. Stetson. Either of the law or Board regulation. Preferably 
[ think it should go into the law if we are going to have to have legis- 
lation to legalize this thing. There has been a lot of litigation and 
controversy on interpretation of various contracts, and I think it has 
to be more clearly spelled out by the Congress as to just what yard- 
stick the Board should follow. : 

Mr. Casry. Mr. Stetson you stated on page 5 that basically you 
“think it is sound reasoning” with reference to the conference system, 
and “the economic law of supply and demand is a good moderator.” 
Of course, those that. are opposed to the conference system keep saying 
that. the law of supply and demand should be the moderator without 
anyone having the action to furnish the supply, so to speak. 

Do you think that that would wreck our shipping industry if you 
had no tying arrangement or no conference system ? 
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Mr. Srerson. I think that was advanced in two different concepts, 
that. people advocating the nonconference competition of going out 
and finding the lowest rate wherever you can go were speaking “of it 
in one respect than I was using it in the sense that to be a shipment 
there has to be a seller who is going to be able to sell something and 
hopes to realize a profit. over and above his shipping costs, a buyer 
who hopes to buy it and use it profitably, and a steamship company 
who hopes to transport it at a rate that will allow them some profit 
over their steamship costs and labor costs. 

If the rate gets too high, that movement is going to be throttled. 
The steamship lines are going to lose the tonnage as much as the 
shipper is going to lose sales. 

I think they are all businessmen who can work out a moderate level 
of rates that will keep the tonnage moving. That is the way we 
have operated. 

Mr. Casey. You know that there are some conferences that operate 
without a dual rate system ? 

Mr. Stetson. Yes, sir. 

Mr. Casey. Do you think that that is an exception due to that par- 
ticular trade route or do you think that that conference will fold up 
by failure to have the dual rate? 

Mr. Srerson. Mr. Pasch answered that question in his testimony. 
[ have read his remarks and I have no knowledge beyond what he 
said. 

Mr. Casry. You endorse his remarks, do you? 

Mr. Srerson. I agree with him. I think the percentage figures 
probably do not represent a true picture. 

Mr. Casry. Now, you want this spread fixed at 10 percent. Does 
it really make mue h difference about the spread on this? 

Mr. Sretson. I do not care whether it is 10 percent or 20 percent. or 
$3.50 a ton as long as it is fixed. I think in a lot of this litigation 
leading up to this Supreme Court decision and some of the other cases 
where conferences have endeavored to establish a dual rate system, 
- have been required to try to show that that spread was reasonable. 

[ do not think that that is anything that anybody can show one 
way or the other. I think if Congress is going to legislate that there 
can be conferences and can be a dual rate system, then either Con- 
gress should say the spread should be 10 percent or give the Maritime 
Board the authority to pick a figure between 10 or 15 or 20 percent 
and say, “That is the spread,” with no argument as to whether it is 
reasonable or not. 

Mr. Casey. Basically, as a shipper, you have to have some rates 
that you can depend on and stability that you can depend on so that 
you do not have to start calling all the lines in the system to determine 
what you are going to be able to ship? 

Mr. Srerson. Yes, sir. We want to be able to plan well ahead. 

Mr. Casry. You would prefer to see that the rates are governed 
by business—independent enterprise rather than by Government in 
this manner? 

Mr. Srerson. Yes, sir. 

Mr. Casey. Thank you, sir. 

Mr. Stetson. I would like to also say that I would oppose a de- 
ferred rebate situation such as was advocated this morning with that 
secondary period. 
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Mr. Casgy. You do, though, advocate what would be kind of an im 
mediate rebate ? 

Mr. Srerson. An immediate rebate is another thing. 

Mr. Casey. If the conference system is really legalized and is made 
really effective, anyone is going ‘to be silly not to sign up; are they 
not ¢ 

Mr. Srerson. Yes, I think so. 

Mr. C AsEY. So that it really does not make much difference what 
your spread 1 is going to be on your noncontract ? 

Mr. Srerson. That is correct. 

Mr. Garmatz. How far ahead must you plan, Mr. Stetson ? 

Mr. Srerson. Well, the buyers, as I say, are planning at least 3 
months ahead—probably longer. We are booking cargo from a month 
to 2 months ahead. 

Mr. Garmatz. I notice that on page 12, you say: 

Seventh, most such contracts now provide for rate increases on 60 days’ notice 
but, in our opinion, the minimum notice period should be 90 days. 

H: ave you lost any sales, or has that cost you anything? 

Mr. Srerson. No. 

Mr. Garmarz. It would be a little insurance. 

Mr. Srerson. Yes, because when the buyer goes to his government 
to get an import permit, as is true in many cases, he is at least 3 months 
ahead of shipment. 

Mr. Garmatz. Do you ship with any independent lines at all? 

Mr. Srerson. There were one or two cases where there was no con- 
ference service to one of the eastern Mediterranean ports or Alexan- 
dria, and we got a permit to use the nonconference service. 

Mr. Garmatz. As your ninth point, you say: 

* * * we believe that all carriers, conference or independent, should be re- 
quired to file their rates with the Federal Maritime Board, and no rate should 
be effective until so filed. 

Why worry about the independent if you do not deal with him? Why 
do you say it is necessary for him to file? 

Mr. Srerson. If they are going to operate and offer service, I think 
we are entitled to know what rates they are quoting. 

Mr. Garmatz. Even though you do not deal with them ? 

Mr. Srerson. That is right. 

Mr. Garmatz. Do not the conference lines file their rates now with 
the Federal Maritime Board ? 

Mr. Srerson. The conference lines do and, as I say, on the Pacific 
coast we have their tariffs. 

Mr. Garmatz. Why do you say “all carriers, conference or inde- 
pendent” ? 

Mr. Stetson. Conferences — independents. 

Mr. Garmatz. Let us say “or.” You say “or” on page 12. 

Mr. Srerson. The fel ow lines already do. 

Mr. Garmatz. Why do you recommend it here, then ? 

Mr. Srerson. Maybe I should say the conference lines as well as 
the independents. 

Mr. Garmatz. Mr. Tollefson ? 

Mr. Touterson. I have no questions. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zincxe. Mr. Stetson, what foreign competition do you have? 
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Mr. Sretrson. There is Turkey, which is the biggest foreign com- 
petition to us now. 

Mr. Zincke. Isit appreciable competition ? 

Mr. Sretson. Certainly. It is moving into some parts of Europe. 

Mr. Zincke. How does it compare with respect to quantity? You 
say you produce 70 percent. What percentage is produced by Turkey ? 

‘Mr. Stetson. I said 70 percent of the U.S. production. 

Mr. Zinckxe. What percentage of the world production is 70 per- 
cent of the U.S. production ? 

Mr. Sterson. I could not give you a figure on that. 

Mr. Zincke. Now, on page 3, you refer to the simplicity of dealing 
with the conferences—that you book by telephone call and that you 
have assurance of a rate. Then later you refer to situations in which, 
by reason of substitution of vessels, cargo is shut out. 

How do you reconcile those two v iews ? 

Mr. Stetson. That happens very rarely. It may be shut out of one 
ship and put on another when we get it. That is a rare happenstance. 
It is not a frequent occurrence. 

Mr. Zrncxe. In other words, you do not need prompt service for 
your product ? 

Mr. Stetson. Yes; we do. If something is shut out, it is a bother. 
We are inconvenienced. The buyer is inconvenienced. I think that 
would be bound to happen once in a while. 

Mr. Zincke. How often does it happen in proportion to your ship- 
ments ¢ 

Mr. Stetson. I do not think we have shut out on more than 1 or 2 
percent of our shipments. 

Mr. Zincxe. You referred to stowage problems and the existence of 
large reefer spaces. There are no stowage problems with your prod- 
uct, are there ¢ 

Mr. Stetson. No; not with our product. 

Mr. Zincxe. And you do not need reefer space ? 

Mr. Srerson. No; we do not need reefer space. I was citing the 
ships built for this particular trade. 

Mr. Zincxe. In what respect do the ships built for this particular 
trade differ from the ships used in other trades? Are they not the 
standard Maritime Board ships, generally, in the American trade? 

Mr. Srerson. No. 

Mr. Zincxe. They are not ? 

Mr. Srerson. I understand that the ships built for the Pacific coast 
European trade particualrly have more refrigerator space. Some 
of them could not operate in the South American trade, for example, 
because they are too big for some of the South American ports. 

[ am talking about all the ships operating in the European trade, 
not speaking about any flag in particular. 

Mr. Zincke. You state that with respect to f.o.b/f.a.s. situation that 
that leaves the door open wide for abuses and subterfuges. By that do 
you mean that there are no legitimate f.a.s./f.o.b. shipments? 

Mr. STerson. There probably are. 

Mr. Zincke. How would you handle those ? 

Mr. Srerson. As I say, practically all of our shipments as far as 
payment, are f.a.s., the majority of them, but the buyers expect us to 
get the booking of the shipment and do the shipping for them. 
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Mr. Zincxe. Can you conceive of situations in which the buyers ex 
pect to make their own arrangements ! 

Mr. Srerson. We have not had any such request for a long, long 
time. 

Mr. Zincxr. When you make a general statement that the exclusion 
of f.a.s./f.o.b. sales leave the door wide open for abuses and subter- 
fuges, I assume you mean in businesses other than yours, do you not‘ 

Mr. SreTson. I am just making the general statement that the door 
is wide open. 

Mr. Zincke. In the last page, you say: 

We have endeavored to show not only support for the conference system— 
and its inseparable counterpart * * * 

Is it inseparable in light of the fact that over one third of the confer- 
ences do not utilize the dual rate system ¢ 

Mr. Srerson. As I said, I have to rely on the investigation and the 
testimony made by Mr. Pasch. I have not personally investigated all 
of those other conferences that do not, but in reading that testimony 
I think that that shows that some of those listed as not using it really 
were not conferences and that many of them would like to put in a dual 

‘ate system. 

Mr. Zincxe. It is not inseparable, then, is it, if they are getting 
along without it even though they would like to put it in ¢ 

That is all, Mr. Chairman. 

Mr. Srerson. | think that to have a conference system, and make it 
stable and last, you have to have a tying arrangement. 

Mr. Garmarz. You quoted a statement here about the increase in 

rates by rail carrier in comparison with the shipping rates. It was 
a statement made by Mr. Morse. 

Mr. Srerson. Yes, sir. 

Mr. Garmarz. In what w ay were you interested? Do you feel that 
the shipping has more competition from railroads or that the railroads 
have more competition and need to raise their rates 4 

Mr. Srerson. No, there has been testimony that the conferences with 
dual rates are going to force the rates up out of sight. I think that is 
an interesting comparison to show that another form of transporta- 
tion is going to use it. 

Mr. G ARMATZ. Thank you very much, Mr. Stetson. 

Mr. Srerson. Thank you, sir. 

Mr. Garmarz. The meeting will adjourn until 9:30 tomorrow morn- 
ing. 

(Whereupon, at 4:50 p.m., the hearing was adjourned until 9:30 
a.m., Thursday, June 11, 1959.) 
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THURSDAY, JUNE 11, 1959 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF STEAMSHIP CONFERENCES, 
OF THE COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
San Francisco, Calif. 
The subcommittee met at 9:30 a.m., pursuant to adjournment, in 
the hearing room, California Toll Bridge Authority Building, San 
Francisco, Calif., Hon. Edward A. Garmatz presiding. 
Present : Representatives Garmatz, Downing, Casey, Johnson, and 
Mailliard. 
Present also: Representative Miller. 
Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel, 
Mr. Garmatz. The first witness this morning is Mr. Labagh, chair- 
man of the traffic committee of the Canners League of California. 
You may proceed, Mr. Labagh. 


STATEMENT OF P. STEELE LABAGH, CHAIRMAN, TRAFFIC COM- 
MITTEE, CANNERS LEAGUE OF CALIFORNIA, SAN FRANCISCO, 
CALIF. 


Mr. Lasacu. My name is P. Steele Labagh. I am traffic director 
of the California Packing Corp. I am here representing the Canners 
League of California, who pack 75 percent of the 119 million cases 
of canned goods that are packed yearly in California. Approximately 
11 million of those 119 million cases are shipped in export throughout 
the world. 

In the interest of brevity, we have not prepared a statement be- 
cause we have a very short statement of position to make. That is 
that we are in favor of the conference system of rates because they 
maintain rates and conditions that are satisfactor vy to us, they permit 
stability of rates, they reduce discrimination, and they insure more 
dependable service. 

You may ask why we feel this way and we have arrived at this 
statement because over the years our experience with the dual rate 
system, which we have here on this coast, to a large extent has proven 
most. satisfactory to us. It enables us to sell our goods equitably in 
the foreign market and we have received courteous and desirable co- 
operation from the conference in the method of changing of rates. 

Whenever rates were changed, they always gave us sufficient notice 
and, if the changes affect us, they give us an opportunity to come in 
to a meeting with them if we so desire and discuss the merits of their 
changes, or, if we want changes ourselves they have always given us 
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the opportunity to come before them and discuss our requests with 
them. 

We represent the large canner and the small canner and all the 
canners practically, 75 percent of them, and by this method we feel 
that all of the canners in California are benefiting by this system 
of ratemaking. 

It is absolutely almost a necessity that we have stability of rates 
when we try to do business throughout the whole world. 

The conference system of rates enables us to do this. If we do not 
have stability, if we had open freight rates and we were faced with 

calling up the steamship companies and determining the rates every 
dais we made a sale, it would be a chaotic condition. It would not 
make for any more sales in the market. We feel that it would make 
for less sales. It would make it much more difficult for us to do busi- 
ness and what we need is stability of rates and service in order to mar- 
ket our goods in the market of the free world today. 

One point which I would lke to make in addition i is that all the 

‘anners in California sell on an f.o.b. dock basis. That is a very im- 
ports unt method of doing business so far as we are concerned, and we 
feel that the dual rate system should apply to that method of doing 
business. In other words, we feel that the shipper should have the 
jurisdiction over the destination of the ste: imship lines because we are 
here, we can make the arrangements here, and we have to do the work 
anyway so we should have the opportunity at least of selecting the 
steamer out of the conference line. We are not interested in which 
line we ship on but we are interested in shipping on a line which gives 
us over a period of time stability of rates and services, 

There has been some controversy regarding this f.o.b. basis so that 
we, in California Packing, have ts aken it upon ourselves to make a no- 
tation in our contract that our sales are based upon the condition that 
we select the conference line steamer if one is available. 

Reference has been made to whether or not we should have more 
regulation and whether or not the Federal Maritime Commission 
should be asked to take a more active part in our ratemaking, and our 
position is that, we have gotten along so well over the years with the 
present method of conference ratemaking, we do not feel that there 
is any necessity at this time for the Federal Maritime Board to in- 
crease its jurisdiction over the ratemaking facilities that we now have. 

I have said that I would be brief. I have tried to be brief and, in 
view of all that you have had before you already, I think that that 
epitomizes our position of the Canners League of California. 

Thank you very much. 

Mr. Garmatz. In general, then, you approve of the conference and 
the dual rate system ? 

Mr. Lasacu. That is correct. 

Mr. Garmatz. You did say that your canners ship for all of the 
State of California ? 

Mr. Lapaau. Yes. 

Mr. Garmatz. How much do you ship, roughly ? 

Mr. Lapacu. In tonnage it would be 11 million cases divided 40 
cases to the ton, which would give you the tons. My mathematics are 
such that I cannot do that in my head. 

Mr. Garmatz. It includes all sorts of fruits? 
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Mr. Lasacu. That is fruits and vegetables of all kinds, canned 
fruits and vegetables of all kinds. 

Mr. Garmatz. Do the ship’s schedules have any effect upon your 
business? Is the regular service important to you? 

Mr. Lapaeu. Regular service is of utmost importance to us. Just 
as in this country, “the buyers in foreign countries want their goods 
to arrive at a certain destinated time in order not to carry too Tauch 
inventory. They like the goods to arrive at a regular interval so that 
they can arrange their purchases on that basis. 

Mr. Garmatz. Is it seasonal ? 

Mr. Lapacu. No, it is not. It is seasonal to the extent that there 
is a bulge in our shipment before Christmastime so that in the months 
of September and October, especially, after the new pack and before 
Christmas and before the other holidays, there is a bulge, but the 

rest of the time it is a continual shipment throughout the year and we 
are the warehouse people. We warehouse the goods. We hold the 
inventory and we ship at regular periods throughout the whole year. 
It is not seasonal. 

Twenty years ago it was extremely seasonal. We used to ship our 
whole pack out in ‘the months of September , October, and November. 
Now we ship it out through every month in the year. 

Mr. Garmartz. In the last 2 years, have you had any increases or 
decreases in your rates? 

Mr. Laspacu. We have not had any increases. I can say that for 
sure. We have had decreases. We have gone to the different. confer- 
ences, different steamship lines and have ‘put before them our request 
for reductions based upon conditions that we felt entitled us to consid- 
eration along that line and we do not always get everything we want, 
but our general feeling is that over the years we have been treated very 
fairly and we do not ‘know of any other method that would be better 
than the one we have now. 

Mr. Garmatz. Have you received any reductions in the last 12 
months? 

Mr. Larnacn. I willsay yes. The answer is “Yes.” 

Mr. Garmatz. In your dealings with the conference on rates and 
your other problems, if you c annot seem to straighten them out, do 
you know that you have the right to go to the Maritime Board or 
have you ever gone to the Maritime Board ? 

Mr. Lasacu. We have never gone to the Maritime Board because 
we have never reached that point. We have always known that if we 
could not get what we wanted from the conference that there were 
other methods open to us. 

Mr. Garmatz. You did know that? 

Mr. Lapaan. Yes, sir. 

Mr. Garmatz. Do you have any suggestions that may better this 
overall picture for the conferences and for yourself, too? 

Mr. Lanacu. So as not to be repetitious, I think some of the sug- 
gestions put in already, especially Mr. Sinclair’s, were very much to 
the point except that one in which he exempted certain shippers who 
would be agents in the f.o.b. terms. In other words, my position is 
that all shipments that originate at California should be under the 
jurisdiction of the shipper ‘and there should be no exceptions, Any 
exceptions only give an advantage to individuals to the detriment 
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of the other people who are doing business. I am speaking for the 
canned goods people and I am not trying to cover the bulk rag 
ties because maybe they have a different story, but, as far . t 1e ~ 
ished product is concerned, the manufactured product, - as * 
as canned goods are concerned, we feel that the shipper should have the 
opportunity of selecting the vessel. 

Mr. Garmatz. Mr. Downing? | 

Mr. Downrna. I have no questions. 

Mr.-Garmatz. Mr. Casey. _ 

Mr. Casey. I have no questions. 

Mr.Garmatz. Mr. Miller. | 

Mr. Mixer. I have no questions. 

Mr. Garmarz. Mr. Cowen. 

Mr. Cowen. I have just a couple of questions, sir. 

Did I understand that you have now placed in your contract of sale 
the fact that on f.o.b., your company shall, in every instance, pick the 
mode of transportation, the carrier? 

Mr. Lazaau. I think that, if you do not mind, I would like to read 
the terms that we put right on our contract and then there will not 
be any question. 

Mr. Cowen. I would like to have you do so. 

Mr. Lapacu. Our contract reads as follows: 

Shipment by conference line vessel if available. If buyer requests shipment 
by any specific vessel said request shall be subject to seller’s approval. 

Mr. Cowen. I take it from that, then, that a foreign buyer buying 
from your company would have no control over the routing or the 
mode of transportation ? 

Mr. Lasacn. That is correct. 

Mr. Cowen. And you would refuse to sell if that purchaser re- 
quested a specific vessel ? 

Mr. Lasacu. That is our policy except in those instances where the 
subject shall be given consideration. It says: 

If buyer requests shipment via specific vessel said request shall be subject 
to seller’s approval, 

So that our policy is that we will not ship on nonconference lines. 

Mr. Cowen. You state that the conference system gives stable and 
regular service both in number of sailings and in rates. 

Have you had any opportunity to deal with conference systems 
which do not use the dual rate? 

Mr. Lazacu. I have not had any experience because, to my know]l- 
edge, most all of the conferences operating out of this Pacific coast 
are dual rate conferences. That is to the best of my knowledge, so 
that I do not have any experience with the other conferences. 


Mr. Cowen. You have no contract, then, with any conference system 
not using the dual rate? 


Mr. Laznacu. That is right. 


Mr. Cowen. You would not, of course, know, then, whether or not 
those conferences give the same type service, that is, regular sailings, 
stable rates? 

Mr. Lazacn. I would not know it but I would add this to mv an- 
swer that I feel that in order for this to be binding on both parties, 
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you have to have some penalty for people who do not comply with 
the terms. For instance, if we did not want to use a conference ves- 
sel, I think there should be some penalty to people who do not con- 
sistently use the vessel which is giving you the regular service and 
stability of rates. In other words, you cannot jump from one type 
of carrier to another just to take advantage of a lower rate in a spe- 
cific instance, because that is the very thing we want to get away from 
in our business. We want stability of rates and, if it is so operated 
that you can jump in and out or that other buyers can Jump In and 
out or get the same rates, then there is really nothing to hold you 
to using the conference system of dual rates. It is a proper method 
and has proved so satisfactory to us over the years that we are In 
favor of it. 

Mr. Cowen. Granted that, sir, and I certainly understand it, you 
have had no experience with independent lines or conferences using 
a non-dual-rate system, have you, sir? 

Mr. Lasacu. Oh, yes. There are independent lines who operate 
in services that do not have any conference to specific places. In 
those instances, why, we have had a certain amount of difficulty. 

Mr. Cowen. With independents ? 

Mr. Lazacu. With independents. I would not just limit it to in- 
dependents. I would just say that where there is not any conference 
to certain ports, why, we have had difficulty at times in trying to get 
everybody to establish one rate to the port and the reason for that is 
that, if you have two different rates to one port and you cannot get 
all of your goods, if you are operating into a port that has two rates 
and you have two different steamship lines serving that port, it 
actually happens that you cannot get all of your goods on the lower 
rated steamship line, so then you have to ship part of your own goods 
on the higher rated steamship line. Well, you have more than one 
buyer in the port. They will say to you, “You should have shipped 
on the other ship. You put my competitor on that ship and he got 
the lower rate.” 

They come to us and want us to absorb the difference in rates so 
that what we are doing is subsidizing a lower rate system so that it 
makes for very difficult operations and does not get us any more bus- 
iness and only complicates the whole system of merchandising our 
goods. 

Mr. Cowen. The example you just gave, sir, would be where there 
was no conference vessel going within a certain area ? 

Mr. Lazsacu. That is right. 

Mr. Cowen. Therefore, you had to contract with one or more in- 
dependents ? 

Mr. Lazacu. That is right. 

Mr. Cowen. They, in turn, gave you one basic price or more? 

Mr. Lasacu. That is right, sir. 

Mr. Cowen. You said a moment ago that you believed that any 
contract, to be binding upon the parties, must have a penalty or dam- 
age provision whereunder a person who violated it could be forced to 
pay damages ? 

Mr. Laznacu. That is right, pay the higher rate. 

Mr. Cowen. Where is the damages provision as against the confer- 
ence in that? 
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Mr. Lasacu. The damages provision, if I understand your ques- 
tion, is that if he uses the conference and nonconference lines where 
there is a dual-rate system, then he has to pay the higher rate of the 
dual-rate system. 

Mr. Cowen. Yes, sir; but is that not a penalty against the shipper 
rather than the carrier? Where is the penalty against the carrier/ 

Mr. Lapacu. The carrier has not committed any wrong, so in that 
instance, why should there be a penalty there, if I understand your 
question correctly ? 

Mr. Cowen. That is what I am driving at, sir, but under the terms 
of the contract then, so-called, the conference can do no wrong ? 

Mr. Lasacu. I will not subscribe to that. 

Mr. Cowen. Let us go one step further. If the conference or the 
carrier does a wrong, where is your mode of collecting a penalty 
against the carrier? How can you do it, sir? 

Mr. Lasacu. I think I would have to know what wrong was in- 
volved to answer your question because I do not understand the wrong 
that he could commit except that he would not take our goods. For 
instance, suppose the conference vessel would not take our goods. 

Mr. Cowen. All right, sir. Then suppose that happened. Do you 
have any right of action against the conference ? 

Mr. Lapacu. There is none as I a Brae ind the conference agree- 
ment provided for in that instance. I do not know of any penalty i 
dollars and cents that would apply. 

Mr. Cowen. That could be assessed against the conference or car- 
rier / 

Mr. Lanaeu. I know what would happen to him. The next time he 
would not get any business. 

Mr. Cowen. But, on the other hand, there is set out within the con- 
ference agreement liquidated damages in terms of money to be as- 
sessed against a shipper who violates ? 

Mr. Lazacu. That is correct. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Garmarz. Taking his business away forever is worse than a 
fine, is it not? 

Mr. Cowen. Absolutely. 

Mr. Garmatz. Mr. Zincke. 

Mr. Zincxe. I have no questions. 

Mr. Garmarz. Mr. Johnson? 

Mr. Jounson. I have no questions. 

Mr. Garmatz. Thank you very much, Mr. Labagh. 

Mr. Lasacu. Thank you, sir. 

Mr. Garmarz. Mr. Bransten / 


STATEMENT OF EDWARD BRANSTEN, CHAIRMAN, STEAMSHIP 
COMMITTEE, PACIFIC COAST COFFEE ASSOCIATION, ACCOM- 
PANIED BY J. RICHARD TOWNSEND, COUNSEL, SAN FRANCISCO, 
CALIF. 


Mr. Garmartz. Will you note your appearances for the record ? 
Mr. Townsenp. My name is J. Richard Townsend, 1700 Mills 
Tower, San Francisco, Calif. I am appearing for the Pacific Coast 
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Cotfee Association on whose behalf Mr. Edward Bransten is making 
this statement. 

Mr. Garmatz. Our next witness will be Mr. Edward Bransten, on 
behalf of the Pacific Coast Coffee Association. Proceed, Mr. 
Bransten. 

I. INTRODUCTION 


Mr. Bransren. My name is Edward Bransten. I am executive 
vice president of M. J. B. Co., which, among other businesses, is 
engaged in the importing and roasting of coffee in San Francisco 
and its distribution throughout the West. I am chairman of the 
steamship committee of the Pacific Coast Coffee Association, and I 
am appearing here on behalf of that association. [ am accompanied 
by the association’s counsel, J. Richard Townsend. 

The Pacific Coast Coffee Association is a trade organization com- 
posed of 79 firms engaged in the importation, sale, or manufacture 
of coffee on the Pacific coast. Its members constitute practically the 
entire coffee industry on the Pacific coast. 

The position of the Pacific Coast Coffee Association which T am 
stating here today has been approved by the unanimous vote of the 
members of the association at its annual meeting which was held 
last month, as well as by the executive committee and steamship 
committee of the association. 

Coifee is the leading import to the Pacific coast of the United States 
in dollar value, with the exception of crude oil. During ae year 
1957 the total imports of coffee to the Pacific coast of the United 
States were 190.085 tons, having a value of $192,952.338. This 
coffee is imported principally from Brazil, Colombia, and the west 
coast of Central America and Mexico. 

There are four steamship conferences in the trade routes from these 
areas, namely, the Pacific Coast River Plate Brazil Conference cov- 
ering shipments from Brazil, the Colpac Freight Conference from 
the Atlantic ports of Colombia, the Association of West Coast Steam- 
ship Companies from Pacific ports of Colombia, and the Camexco 
Freight Conference from west coast ports of Central America and 
Mexico. 

The dual rate system has been in effect for many years in three of 
these conferences, namely, the Camexco and Colpae Conferences and 
the Association of West Coast Steamship C ompanies. The dual rate 
system, however, has never been applied in the trade from Brazil. 

The coffee business is very highly competitive and a difference of 
a fraction of a cent per pound on green coffee is very important from 
a competitive standpoint. Moreover, it is important for the coffee 
roasters on the Pacific coast to have a steady flow of incoming coffee 
so that they will have an adequate supply on hand at all times without 
having an excessive inventory. For this reason the matter of steam- 
ship rates and service is very important in the coffee trade and the 
Pacific Coast Coffee Association has kept in very close touch with this 
situation for many years. The association has made a careful study 
of the dual rate system, and the views that I will present are the 
result of that study. 
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Il, SUMMARY OF ASSOCIATION POSITION 


The position of the Pacific Coast Coffee Association may be sum- 
marized briefly as follows: 

1. We are not opposed to the steamship conference system if it is 
properly controlled and administered. 

2. We are vigorously opposed to the dual rate system. 

3. We believe that there is no necessity for the dual rate system. 

4. We believe that if the dual rate system were authorized, it would 
be absolutely essential to enact certain additional legislative safe- 
guards for shippers and receivers of cargo. 

Since our principal interest here is to urge that the dual-rate sys- 
tem be prohibited, I will first explain our reasons for opposing this 
system. I will give specific examples of the detrimental effect of the 
dual-rate system on the Pacific coast coffee industry. In a later por- 
tion of my statement I will suggest certain amendments to the Ship- 
ping Act, 1916, which we hope will be helpful to the subcommittee in 


its effort to solve the problems with which it is concerned. 


Ill, DETRIMENTAL EFFECT OF DUAL RATE SYSTEM ON PACIFIC COAST COFFEE 
INDUSTRY 


Our opposition to the dual-rate system is based on our first-hand 
experience in dealing over a period of many years with steamship 
conferences which have employed the dual-rate system and with the 
conferences which have not had the dual rate exclusive patronage 
system. 

" Preliminarily, perhaps I should state that we believe that there are 
only two ways to protect the public against unfair rates, rules, and 
regulations on the part of transportation agencies and other public 
utilities. One way 1s by competition and the other way is by Govern- 
ment regulation. 

The dual-rate system as practiced in our coffee trades has elim- 
inated all competition in rates, rules, and regulations, and has left 
the conference lines without any effective Government regulation. 
There is absolutely no nonconference competition in any of the three 
Pacific coast coffee trades in which I have stated that the dual-rate 
system is employed. 

The extent of Government regulation in the case of the conferences 
employing the dual-rate system is to prevent unjust discrimination in 
rates or practices and to prohibit conference agreements which operate 
to the detriment of the commerce of the United States. The Federal 
Maritime Board and its predecessors, however, have never to our 
knowledge exercised the latter power in the matter of rates. There 
is therefore no effective Government regulation at the present time 
under the dual-rate system. 

The result is that under the present dual-rate system a conference 
has had complete control over the rates, rules, and regulations of its 
members, subject only to the provision that they shall not be unjustly 
discriminatory. The Board has had no jurisdiction whatsoever over 
the matter of steamship service, except to the extent of prohibiting 
unjust discrimination therein. 

What has been the effect of all of this in the coffee trades that I have 
mentioned which employ the dual-rate system ? 


Ee 





STEAMSHIP CONFERENCE STUDY 1413 


In the first place, a dual-rate agreement between a coffee receiver 
on the Pacific coast and the conference lines is not an agreement in the 
true sense of the word. We as coffee receivers have absolutely no 
bargaining position with respect to the contents of the dual-rate agree- 
ment. It might be argued that if a receiver does not like the terms 
of the agreement, he is not required to sign it. Theoretically that is 
correct, but actually we cannot refuse to sign. We must maintain our 
competitive position in the coffee industry, not only with other Pacific 
coast interests, but also with coffee interests importing through At- 
lantic and gulf ports. We cannot remain competitive if we pay the 
noncontract rates, which are $3 per ton higher than the contract rates 
in each of these three dual-rate trades. We are compelled by com- 
mercial duress to enter into any dual-rate agreement that the con- 
ference places before us. 

Actually the term “dual rate system” is a misnomer in our coffee 
trades. It has been our experience that there are not two rates under 
which coffee moves. All of the coffee moves under the “contract rate,” 
and the so-called noncontract rate is merely a club for the purpose 
of coercing us to sign the exclusive patronage agreement. 

Moreover, the dual-rate agreement in our trades is not an agreement 
in the true sense because it is all one sided. Very onerous obligations 
are placed on the receivers. But the carriers are not obligated to do 
anything of substance. Attached to my statement as appendix A 
is a photographic copy of the “Receiver’s Freighting Agreement” of 
the Camexco Freight Conference, which, it should be pointed out, ap- 
plies exclusively to coffee. The agreements of the other two dual-rate 
conferences that I have mentioned are substantially similar to that of 
the Camexco Conference. 

You have all seen these so-called agreements. 

The extent of the carriers’ obligations in such agreement is as fol- 
lows: 

1. Not to make agreements with other receivers with different 
terms—which the present law prohibiting unjust discrimination would 
prevent them from doing anyway. 

2. To furnish space for coffee shipments provided the space is avail- 
able—which is meaningless. 

3. To give the receiver the benefit of any lower rate that may be 
charged—which the present law would require them to do apart from 
any agreement. 

4. To give the receiver 60 days’ notice of increases in rates. 

There is absolutely no obligation on the carriers to provide any kind 
of service—either regular or irregular. There is no assurance of 
rate stability, except that rates will not be increased without 60 days’ 
notice, and in one of the three conferences the length of such notice 
is only 30 days. So the fundamental elements claimed for the dual- 
rate system are lacking—namely, rate stability and regularity of 
service. 

What, if any, adverse effects has all of this had on the coffee industry 
on the Pacific coast ? 

For a clear understanding of the effect of the dual-rate system 
on the Pacific coast coffee industry, it is necessary to present a very 
brief background of the competitive situation in the coffee business 
as it is affected by steamship rates and service. 
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Generally speaking, the wholesale price of the majority of brands 
of top quality coffee is comparable throughout the country. The 
largest roasters distribute their brands nationally and are subject 
to costs which reflect the lower freight costs to gulf and Atlantic 
ports. Due to the intense competition in the coffee business, all 
roasters, regional or national, must meet this competitive price ip 
their sales area. Consequently, the Pacific coast roaster who must 
meet this selling price, is required to absorb any extra cost incurred 
in bringing coffee to the Pacific coast. T hus, the relationship between 
the cost of importing coffee via the Pacific coast and the cost via the 
Atlantic and gulf ports is of vital concern to the Pacific coast coffee 
industry. 

Freight charges and steamer service to the Pacific coast have a 
very important bearing on our costs. Our principal ground of com. 
plaint against the dual-rate system is that the dual-rate conferences 
which handle the shipments of coffee to the Pacific coast have com- 
pletely disregarded the interests of the Pacific coast coffee industry 
in the matter of rates and steamer service. They have been able to 
disregard our interests because the dual-rate system has given them 
a complete monopoly and has deprived us completely of ‘the oppor- 
tunity to patronize outside competition which would pay attention 
to our interests. In other business transactions we have such competi- 
tion available, but the dual-rate system has clothed our conferences 
which employ that system with a club which precludes all outside 
competition. 

In the matter of freight charges, our dual-rate conferences have 
ignored the importance of the relationship between our rates and 
the rates via Atlantic and gulf ports. 

Before giving specific illustrations of the extent to which our dual- 
rate conferences have disregarded our interests, it is necessary to 
point out that the steamer freight charges for transporting coffee to 
the Pacific coast are divided into two separate charges. One is called 
the ocean freight rate, which theoretically covers the movement of the 
coffee to the end of ship’s tackle at the port of destination. The other 
charge is called the handling charge, and it is supposed to cover the 
carrier’s service of moving the cargo from ship’s tackle to place of 
rest. on the dock, at which point the cargo is delivered by the carrier 
to the receiver. In the case of coffee moving to Atlantic and gulf 
ports, on the other hand, there is only a single charge which covers 
the movement of the cargo from the port of origin to place of rest on 
the dock at the destination port. 

Consequently, in order to compare like with like, it is necessary to 
include the handling charge along with the freight rate to the Pacific 
coast in any comparison with freight charges on coffee to Atlantic 
and gulf ports. We have followed this method in the comparisons 
that I will give 

With eapest to the handling charge, it should be pointed out that 
our exclusive patronage agreements do not cover the handling charge. 
The result, therefore, is that the carriers make no commitment what- 
soever with respect to one portion of the transportation charge which 
they assess against us. They are free to do whatever they desire to do 
with respect ‘to the handling charge. They have taken adv: antage of 
this situation by increasing our handling charge 400 percent since 


ne 
et 
ic 


I] 


at 
e. 
t- 
h 


»f 
) 


STEAMSHIP CONFERENCE STUDY 1415 


July 1, 1946, from 40 cents to $2 per ton. This is another illustration 
of how one sided and unfair our exclusive patronage agreements are. 

In showing the extent to which our dual-rate conferences have 
ignored the relationship between our rates and the rates via Atlantic 
and gulf ports, in order to simplify the matter I will confine my il- 
Justrations to the three areas with which we are particularly con- 
cerned: Brazil, the west coast of Colombia, and the west coast of Cen- 
tral America. It should be borne in mind that the conference from 
Brazil to the Pacific coast does not employ the dual-rate system, 
whereas the conferences from the west coast of Colombia and the west 
coast of Central America to the Pacific coast operate under the dual- 
rate exclusive-patronage system. 

The following table shows the increase in steamer freight charges, 
based on the contract rates where applicable, from these three areas 
to the Pacific coast and to the Atlantic and gulf coasts, respectively, 
since July 1, 1946. 

I will not read this or other tables, but request that they be copied 
into the record. 

Mr. Garmatz. Do you mind waiting for a few minutes? The mem- 
bers may want to look them over so that they can ask questions based 
on them. 

Mr. Bransten. I will explain these. In the text there is an ex- 
planation or commentary on these, Mr. Chairman. 

The river plate is the smaller relative increase. These tables are 
rather complicated and there is further explanation later on. 


TABLE No. 1.—Steamer freight charges 
[Based on contract rates where applicable] 






































Brazil-Pacifie coast: Per bag Per ton 
MING CANIN NNN i in has ce eoasclltia te te Rigg cexbebeg sega $2. 88 $43. 67 
SG Alp) BRO y. UME Bis ksniciie aics ages eee ae ee 1.48 22. 37 

IN 8 8 a acbi deletes toate ag Nes ep a eee 1. 40 21. 30 

Brazil-Atlantic/gulf coast: 

Penn CMATNG Sion eee 2. 50 37. 88 
wary 3 Oa CHONGE: qos. scccemnenaninaees aie 1.15 17. 42 
ik a iat ed ec ere 1. 35 20. 46 

West coast Colombia-Pacifie coast: 
eR CR a ck a te ea 28. 00 
Roe AR RS eS a a ee a 15. 40 

Ie CA cinch cay ain calcein te nec tain la a 12. 60 








West coast Colombia-Atlantic/gulf coast : 


ee Se ee eee eT re en 23. 00 
July 1, 1946, charge-_........-.......--- pirates nc epee a ketene 15. 00 
UE Ni ea a csi ancestor eae ak ae ae a 8. 00 








West coast Central America-Pacifie coast: 


ee INN GER aaa inhndi Kiger pn skies todas tinned a ee 29. 00 
CUES ee APE CR sides ch Secencnadlahisd ined anemia eee mage pm aee 14. 40 
OI i old dan hadbben cc eicaeieeee ns ape ted acinar 14. 60 








West coast Central America-Atlantic/gulf coast: 
REE NNN os inti aie utc need ag mina 27. 00 
SE CUR Bip RCs CUNT nai os ss tee cain sev ees eee eno eee 16. 00 


I iss sci ca cciceesca cs dpa bcd pu eae tates teach senna aa 11. 00 
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If you will glance at this table, I wish somebody would give a ful] 
explanation if, as is claimed, distances are so important, of why we 
ay more for coffee to be transported from Central American ports, 
or example, than from Buenaventura, Colombia, which is much far. 
theraway. I wish to interpolate into the record, sir. 

Mr. Miter. In other words, that is the difference between $29 
ton and $23 a ton? 

Mr. Bransten. That is the difference as shown between $28 per ton 
and $29 per ton. It is $29 per ton from the west coast of Central 
America to the Pacific coast ports and $28 from Buenaventura, Co- 
lombia, to Pacific coast ports. 

Mr. Mutter. How much farther is that, roughly ? 

Mr. Bransten. I do not know the distances. 

Mr. Zincxe. I have the distances, sir. I am checking it out. 

Mr. Bransten. It is considerably farther. One is south of the 
canal. 

Mr. Zincxe. What Central American coffee port would you take? 

Mr. Bransten. You could take a Salvador port, Acajutla, for 
example. 

Mr. Garmatz. You may proceed. 

Mr. BransteNn. Referring to this table now, July 1, 1946, has been 
used as the starting point in these comparisons because that date was 
used by Chairman Morse of the Federal Maritime Board in certain 
comparisons that he presented before this subcommittee. 

In connection with table No. 1, I want to point out that in our 
nondual rate trade from Brazil the increase in the Pacific coast freight 
charge over 1946 is only 4 percent greater than the increase to the 
Atlantic and gulf coasts. In the case of our two dual-rate trades, 
however, such increase has been 57 percent greater to the Pacific coast 
than to the Atlantic and gulf coasts in the case of the west coast of 
Colombia, and 33 percent greater to the Pacific coast than to the At- 
lantic and gulf coasts in the case of the west coast of Central America, 

From table No. 1 it is also possible to develop the extent to which 
the Pacific coast steamer freight charges have been increased over 
the charges to the Atlantic and gulf coasts. Table No. 2, which fol- 
lows, shows the figures in this connection. 

Please glance at this table. It shows how much greater an increase 
has occurred from Central America than from Brazil. 


TasLE No. 2.—Heatent to which Pacific coast steamer freight charges exceed 
Atlantic and gulf coasts 














{Per ton] 
Increase in 
From— July 1, 1946 Present Pacific coast 
= disadvantage 
aac A ROO SEEN $4. 95 $5. 79 $0. 84 
I ee ana pemmmint - 40 5. 00 4. 60 


West coast Central America--_......- Kuvivitiatnaete Coseeehe. —1. 60 2. 00 | 3. 0 


Table No. 2 shows very clearly the extent to which the dual-rate 
conferences to the Pacific coast have disregarded the interests of the 
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Pacific coast coffee industry. In the case of the west coast of Co- 
jombia, our disadvantage has been increased from 40 cents per ton to 
$5 per ton, or a total increase in disadvantage of $4.60 per ton. In 
the case of the west coast of Central America we formerly had an 
advantage of $1.60 per ton and now we have a disadvantage of $2 per 
ton, or a total change of $3.60. In our non-dual-rate trade, however, 
the trade from Brazil, our disadvantage has been increased by only 
84 cents per ton. 

If we Siok at the increases in steamer charges since July 1, 1946, on 
a percentage basis, we find that our non-dual-rate conference has not 
increased our steamer charges by as large a percentage as the increase 
to Atlantic and gulf ports. On the other hand, the percentage in- 
creases in our charges by the dual-rate conferences have substantially 
exceeded the percentage increases to Atlantic and gulf ports. 

These figures, which are computed from table No. 1, are set forth in 
table No. 3, which follows: 


TaBLE No. 3.—Percentage increases in steamer freight charges since July 1, 1946 








From— To Pacific | To Atlantic/ 





coast gulf 
| Percent Percent 
i «ii hertnig Sains bo reebok gincinnier om eudnalbenh pedal acaalmaiaradre eee ion Sone 95. 2 117.5 
West coast Colombia_-_-----..-- pb doi mng de lsa ges ack eetesaia en ea ae | 81.2 53.3 
nn CAODENONE JURON NOD a... 9h ciec Gaede gece ies demantanaamad Mineandace 101.0 68.8 





Gentlemen, please glance at this table. It shows the percentage 
increases on the various routes. 

What has been the effect of all of this on the Pacific coast coffee 
industry? In the first place, since the selling price of roast coffee 
is set nationally, as I have explained, the Pacific coast roasters have 
been compelled to absorb these additional costs which have been 
placed on coffee imported to the Pacific coast. These increases in 
charges to the Pacific coast over those to the Atlantic and gulf coasts 
have come right out of our pockets. 

In the second place, the area throughout which the Pacific coast 
coffee roasters can distribute their coffee has been materially reduced 
by the action of our dual-rate conferences. Because of these addi- 
tional charges that have been placed on us, the boundary line of the 
area to which we can distribute our coffee in competition with coffee 
imported via Atlantic coast and gulf ports has been shifted substan- 
tially to the west. Every time when there is an increase in our rate 
disadvantage over the Atlantic and gulf coasts, the boundary line of 
our area of distribution shifts farther to the west. 

But this is not all. The fluctuations that have occurred in the 
spread of our rates over those to the Atlantic and gulf coasts show 
that the dual-rate system has resulted in just the opposite of stabil- 
ity in our coffee rate structure. Table No. 4 shows how this spread 
in freight charges has fluctuated since July 1, 1946, in these dual- 
rate trades. 

Gentlemen, please glance for a minute at this table. 
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Tas_e No. 4.—Fluctuation in spread of steamer freight charges to Pacific coast 
over Atlantic and gulf 


{Per ton] 
A. From west coast of Colom- B. From west coast of Centra] 
bia: America: 

=) Eh) Seer epee $0. 40 Fay 1. 106B ce Liticee —$1, 60 
oo AR | a 1. 00 Chek. 10). Rtn acct ane —1.00 
hs inn nmewmnid 2. 00 TE. Bs Rati te a hedcones 2. 00 
Ra SN MERI ois ott coectesstcaen 2. 24 Get. 97, Wee ..ce en —~1.00 
NOV.26,. 7001. aed 2. 45 et: OD, ISR ekg —3.00 
ge RE eee 2. 57 SOM. Thy TOO cic csnesnns —2. 76 
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How we can be expected to regulate the distribution of our coffee 
under these conditions is difficult to understand. We desire to call 
particular attention to what happened on January 1, 1955. In the 
vase of both of these conferences, our rates were increased by $5 per 
ton on January 1, 1955, when there was absolutely no increase in the 
rates on coffee to Atlantic and gulf ports. We remained at a dis- 
advantage of $7.75 per ton from the west coast of Colombia and $4.75 
per ton from the west coast of Central America where we formerly 
had an advantage for the whole year 1955 and until April or May 
1956. The increase that was finally made to Atlantic and gulf ports 
was not $5 per ton, but only $3 per ton in May 1956. 

You probably wonder what we have done about all of this. We 
have protested and protested to these dual rate conferences—but to 
littleavail. Although we have rate agreements with these conferences, 
the rates that they charge us are not negotiated rates. They are 
rates that are forced down our throats against our will, and without 
proper consideration of our interests. 

We have appealed to the Federal Maritime Board for assistance, 
but nothing has been forthcoming from this quarter. The filing 
of a formal complaint with the Board is not the answer. We cannot 
afford to prosecute a formal proceeding before the Board every time 
the conference changes our rates. Moreover, the formal proceeding 
would not be decided for several years, and in the meanwhile the rates 
would be in effect and we would be suffering the damaging effects 
of the rates in question. Finally, as I will explain later, there is 
considerable doubt whether the Board has power under the existing 
law to correct a situation of this character. 

We are prohibited by the exclusive patronage system from seeking 
proper consideration of our interests by outside steamship lines. 

The result is that we are helpless. ‘That is why we are appealing 
vo Congress to correct this unfair and unhealthy situation. 

But it is not only in the matter of rates that our interests are disre- 
garded. The situation is equally as bad—if not worse—in the matter 
of steamer service. 

In 1954 the Western Steamship Committee published a booklet en- 
titled “Vital Facts” extolling the virtues of the conference system. 
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Qn pages 25 and 26 they enumerate what they consider certain ad- 
eS . 
vantages. Under b, they say: 
i ili j 7 able shippers to work with 
d dates of sailings at regular intervals enab > St k 
Parma stocks than they otherwise could, thus reducing unnecessary risks as 
well as storage charges. 


Under paragraph f, they state: 

A better distribution of sailings is secured. Under restricted competition a 
number of vessels may sail from the same port within a day or week, resulting 
jn no sailings from that port for a considerable period thereafter. Under a 
system of cooperation, however, both the time and ports of sailings are agreed 
upon, thus “avoiding the waste involved in several ships calling at ports which 
require only one and giving an excess tonnage on one date and a corresponding 
lack of tonnage at other times.” 

Our experience with the schedules of our dual rate conferences is 
that their actual sailings do not conform with their propaganda. We 
have two complaints in this respect. In the first place, the sailings 
of the different conference lines are not staggered. The lines follow 
each Other into port—apparently for fear that one line will secure 
more cargo than another. In the second place, for their own conveni- 
ence, the conference lines do not adhere to their published schedules. 

Let us look at some facts. In the 29 months from December 1956 
until now, the list price for roast coffee has declined 12 times for a 
total of 33 cents—33 cents in 29 months; and green coffee has cor- 
respondingly declined. The inventory problems for all coffee people, 
roast and green alike, have been overwhelming. A drop of 1 cent 

er pound on 1,000 bags of Colombian coffee amounts to about $1,500. 
adi roasters might operate with a firm commitment of 50,000 or 
more bags at a time. There are millions of dollars at stake in main- 
taining proper inventory control. The most vulnerable point of inven- 
tory control is steamship service. The steamship schedules in our 
dual rate trades show anything but regularity and distribution of 
sailings. If the steamship service were more regular, any coffee 
roaster who chose to do so could operate with a smaller inventory, 
which might result to the ultimate benefit of the American consumer. 

For instance, Grancolombiana, one of the member lines of the 
conference, schedule No. 16, dated March 27, 1959, shows the vessel 
Sygna sailing from Buenaventura on the west coast of Colombia 
March 30 for arrival in San Francisco April 12. The next sailing 
of that line for direct service shows the vessel Ciudad de Manizales 
sailing April 18 from Buenaventura for May 1 arrival in San 
Francisco. 

A look at Grace Lines schedule of April 3, 1959, shows the Santa 
Flavia sailing Buenaventura March 26 for arrival in San Francisco 
April 12. The next sailing is the Santa Anita on April 26, for arrival 
May 15 in San Francisco. The Sygna of the Grancolombiana and 
the Santa Flavia of Grace have very similar sailing and arrival 
dates. Then there is a lapse of about 214 weeks between vessels. This 
is not an isolated case. A look at the records would show that, on the 
contrary, the different lines of the conferences do not distribute sail- 
ings properly. The same schedules mentioned above show the Vias, 
which is a Grancolombiana vessel, and Santa Juana of Grace, with 
almost identical dates. 

Another example can be seen in schedules dated February 6, 1959. 
The Ciudad de Popayan of Grancolombiana and the Santa Juana of 
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Grace Line are together. The next direct sailings of the Grey Master 
and Santa Cruz are together. This is hardly distribution of sailin 
The supposed benefits to shippers and receivers under the dual rate 
system do not seem to stand up under scrutiny. ; 

The dual rate conferences have boas‘ed of regularity and dependa- 
bility of service. We acknowledge that there are elements which can 
cause delays in vessel schedules. But we deem it inexcusable, and 
exactly contrary to the concepts they themselves preach, when the 
steamship lines deliberately jockey their vessels to outdo some other 
line within the same conference—in spite of previously published 
schedules. Many times ships are days and weeks late. For the 
roaster this creates ‘a great market risk and inventory control prob- 
lem. For the green coffee importer this can leave him with a ship- 
ment which is at default on a contract that specified a certain ship- 
ping period. On a dropping coffee market, the risk is very significant, 

Moreover, frequently, when a vessel is scheduled to sail from a par- 
ticular port on a specified date, we pay a premium for coffee to be 
delivered in time for that vessel. If the vessel is then Te for a 
week or so, not only does this disrupt our inventory schedules, but 
we are actually out of pocket on the purchase of that coffee, because we 
would not have had to pay a premium for it if we had known that the 
vessel would not be there for another week. 

In addition to this, we incur another penalty in this situation in in- 
stances where the condition of our inventory does not allow us to wait 
for the delayed coffee. In that case we must purchase “spot” coffee— 
which means coffee in warehouse in San Francisco or on the Pacific 
coast—in the San Francisco market at a premium price in order to 
replenish our inventory. If no “spot” coffee were available, it might 
even be necessary to close down the plant temporarily. Even if “spot” 
coffee were available, we would be duplicating our inventory to the 
extent of the portion that was already bought and had been delayed— 
a situation which could be very costly on a dropping coffee market. 
This emphasizes the importance of the maintenance of vessel schedules 
with a commodity such as coffee which is subject to wide price move- 
ments. 

I would like to interpolate, gentlemen, to say that when I say “wide 
price movements” I will never forget a time when the coffee market 
dropped from 15 cents to 20 cents a pound in 2 weeks’ time—to show 
you what the risk might be in the coffee business. That represented in- 
ventory losses throughout the world of millions and millions of 
dollars. 

Here are some specific examples of vessel delays: 

1. On January 16, 1959, the Chilean North Pacific Line, which isa 
member of the dual rate conference, advertised the Antartico sailing 
from Colombia on January 27, 1959, and Mexico on February 7, 195%, 
for arrival in Los Angeles on February 13. On January 26 the sched- 
ule shows Colombia being omitted; Mexico sailing February 18, 11 
days late, and Los Angeles arrival February 24, 11 days late. 

2. On November 28, 1958, the Grancolombiana Line advertised the 
Ciudad de Bogota sailing from Bueneventura, Colombia, on Decem- 
ber 17 for arrival in Los Angeles on January 1, 1959. The schedule of 
December 5, 1958, shows a sailing on December 22, 1958. ‘The sched- 
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ule of December 11, 1958, shows a sailing December 24, 1958. The 
schedule of December 29, 1958, shows the vessel with a December 28, 
1958, sailing date for arrival in Los Angeles, January 9, 1959. The 
schedule of this vessel was changed three times, and it finally sailed 
11 days late. 

3. The same schedules show the Republica del Ecuador falling back. 

4, The same schedules show the Republica de Colombia losing about 
10 days. 

5. The following information concerning the Santa Anita of the 
Grace Line shows how frequently vessel schedules are sometimes 
changed and how completely lacking in regularity the service is: 


[Year 1959] 








| Listed Listed | Listed | Listed 
Schedule date sailing arrival Schedule date sailing | arrival 
from Gua-| at Los from Gua-| at Los 





temala Angeles temala | Angeles 
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It will be noted that the scheduled sailing date was changed seven 
times. The sailing date was first moved forward 9 days, and then 
eventually moved back 14 days. The impossibility of adjusting our 
inventories to this type of vessel service is readily apparent. 

6. More recently, last month the Grancolombiana Line schedule 
of May 8, 1959, shows the Republica de Colombia sailing from Buena- 
ventura, Colombia, on May 19. The schedule of May 21 shows the 
same vessel sailing from Buenaventura on May 24. It actually sailed 
on May 28—9 days late. 

If the subcommittee so desires, we would be glad to furnish it copies 
of any or all of the sailing schedules to which we have referred. 

The departures from published sailing schedules have been too fre- 
quent and the delays too long to be due solely to acts beyond the con- 
trol of the carrier. 

So far as we are concerned, the dual-rate system is a one-way street. 
We are compelled to submit to a monopoly and the carriers are free to 
do whatever they please. 

Surely what has happened to us under the dual-rate system cannot 
be said to be fair or in the interest of either the foreign commerce or 
the domestic commerce of the United States. It is not in the best 
interest of the economy of our country to place our businesses so com- 
pletely at the mercy of any monopoly. Based on our experience in 
the coffee trade to the Pacific coast, therefore, we are vigorously op- 
posed to the dual-rate system. 

But it may be said that in the absence of the dual-rate system there 
will be chaos in rates. Let us test the correctness of this statement. 
We will consider next whether it is really necessary to have the dual- 
rate system. 

Gentlemen, this is a summary reading of a longer copy which I am 
submitting for the written record from this point on. 
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IV. LACK OF NECESSITY FOR DUAL-RATE SYSTEM 


A. Past experience of coffee industry 


The experience of the Pacific coast coffee industry has been that 
the absence of the dual-rate system does not produce chaos in rates, 
In one of our most important trades—from Brazil—we have never 
had the dual-rate system, and yet there have not been any chaotic rate 
situations in that trade. 


B. Suggested amendments to Shipping Act to prevent rate wars 


The principal argument in support of the dual-rate system has been 
to avoid rate wars. We believe that a few simple amendments to the 
Shipping Act will eliminate the possibility of rate wars and will 
make certain that the dual-rate system is not necessary. The details 
in support of these suggestions are set forth in a supplemental state- 
ment that I have filed with the subcommittee. 

This is a summary of these suggestions: 

1. Prohibiting low rates detrimental to commerce. 

We suggest that the Shipping Act be amended by inserting therein 
a provision that no common carrier by water in foreign commerce 
shall charge any rate which is so low that it is detriment: il to the com- 
merce of the United States. When such an amendment is coupled 
with our additional suggestions, the Board would have complete 
ins to prevent rate wars. 

2. Filing of rates in advance. 

We believe that the Shipping Act should also be amended to re- 

quire every common carrier by water in foreign commerce to file its 
rates with the Board at least 30 days in advane e, subject to the right 
of the Board to permit less than 30 days’ notice for good cause. 

3. Suspension of proposed rates, rules, and regulations. 

Our third suggested amendment to the Shipping Act to prevent 
rate wars is a provision authorizing the Board, on its own motion or 
pursuant to the request of any party, to suspend any proposed rate 
or rule which appears to be unlawful, and to investigate the lawful- 
ness thereof at a hearing at which the burden shall be on the carrier 
to justify the proposed rate or rule. 

It is our view that Congress would best serve the interests of the 
shippers and receivers of cargo, the general public, and the foreign 
commerce of the United States by adopting amendments to the Ship- 
ping Act such as we have proposed, and by prohibiting the use of 
the dual-rate system. 


Vv. ADDITIONAL SUGGESTIONS COVERING REGULATION OF CARRIERS IN FOR- 
EIGN COMMERCE 


A. Relationship of rates to and from respective coastal areas of 
United States 

This is exceedingly important to us. 

We believe that the Shipping Act should place upon the Board the 
duty to require that all rates of common carriers by water between 
any foreign port and the different coastal areas of the United States 
which are competitive with each other shall be reasonably related as 
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between the respective coastal areas of the United States where such 
competition exists. By this we mean that the Board should require 
that there be a reasonable relationship in such rates from a particular 
foreign port to the Atlantic coast, the gulf, the Pacific coast, and the 
Great Lakes. The same should be true with respect to rates in the 
opposite direction. 

The maintenance of such rates on a reasonable related basis is im- 
portant so that industries in all parts of the country will be afforded 
a fair opportunity to compete and will not be placed at the mercy 
of the conference lines. The existing provisions of the Shipping 
Act prohibiting unjust discrimination. do not adequately cover this 
situation because of the differences in carriers and conferences which 
generally serve the different coastal areas. 

B. Simplification of procedure before Board 

An attempt should be made to devise some means of settling con- 
troversies without the necessity for prolonged proceedings before the 
Maritime Board. 

In this connection it is our opinion that giving the Board suspen- 
sion power would eliminate many protracted controversies, since 
frequently when a regulatory agency suspends a rate, the carrier with- 
draws it and prolonged litigation is thus avoided. 

Also, we believe that many controversies could be settled informally 
if the Board had representatives of its regulation office stationed in 
certain ports, such as New York, New Orleans, and San Francisco, 
so that they would be available to attempt to reconcile the differences 
of the parties directly. 

This, gentlemen, completes my presentation of the views of our as- 
sociation concerning the action that we believe Congress should take 
with respect to the ‘dual rate system. I will be glad to answer ques- 
tions concerning this portion of my statement at this time if the sub- 
committee so desires. 

Mr. Garmatz. You want the rest of this in the record ? 

Mr. Bransten. The rest I wish to read but I would like to be in- 
terrupted if you have questions at this point because the rest are cer- 
tain other suggestions that I would like to read into the record later. 
They may concern the questions you would like to ask me now. Unless 
you wish me to read the rest now, I would like to have the questions 
now. 

Mr. GarmMatz. Suppose you read it and we can make notes as we 
go through. Then your statement will be complete. 

Mr. Bransren. This additional material we have presented to you 
to show what we would request in case Congress should take the posi- 
tion that they cannot think of any other possible regulatory methods 
than the dual rate system, and suggested safeguards for shippers and 
receivers in the event that the Congress should authorize that pro- 
cedure which I say we are still very much against. 

We have set forth in detail our reasons for these suggestions in our 
supplemental statement. 

This, again, is a summary of these suggestions. 


87159—59—pt. 326 
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VI. SUGGESTED SAFEGUARDS FOR SHIPPERS AND RECEIVERS IF DUAL RATER 
SYSTEM AUTHORIZED 


If Congress should authorize the dual rate system, and we hope that 
it will not, we believe that it would be absolutely essential to enact 
some statutory safeguards for the shippers and receivers of cargo, so 
that they will not be completely at the mercy of the dual rate confer. 
ences, as they have been in the past. 

A brief summary of our suggested safeguards is as follows: 

1. Right of independent action—If the dual rate system were 
adopted, we believe that the conference agreement of every conference 
operons under a dual rate system should be required to be amended 
to provide that every conference member should have the right to take 
independent action similar to that provided by the Reed-Bulwinkle 
Act in section 5a of the Interstate Commerce Act. 

2. UV: nee form of dual rate agreement.—Under any dual rate sys- 
tem, the Board should be required to prescribe a uniform form of dual 
rate agreement which would be used by all conferences which desired 
to adopt the dual rate system, subject to the right of the Board to au- 
thorize such departures from the uniform form by individual confer- 
ences as the Board found to be reasonable. 

3. Reasonableness of dual rates.—If the dual rate system were au- 
thorized, the Shipping Act should be amended to provide that all rates 
which are covered by dual rate agreements, and all rules and regula- 
tions pertaining to any such rate shall be just and reasonable. This 
would be the price that the carriers would be required to pay for the 
almost unlimited privilege of violating the antitrust laws of this 
country by the use of the dual rate system. 

4. Low rates detrimental to commerce.—I have already suggested 
that if the dual rate system is prohibited, in order to prevent rate 
wars the Shipping Act should be amended to prohibit any rate of 
conferences or individual lines which is so low that it is detrimental 
to the commerce of the United States. We believe that such a pro- 
vision would be equally important if the dual rate system were au- 
thorized. 

5. Advance filing of rates and power of Board to suspend same.— 
In our discussion of methods to prevent rate wars if the dual rate 
system is prohibited, we suggested that all rates, charges, rules, and 
regulations of all common carriers by water in foreign commerce be 
required to be filed at least 30 days in advance, and that the Board 
be given the power to suspend any proposed rate, charge, rule, or 
regulation that appeared to be in violation of law and to require the 
carrier to justify it. This suggestion should also apply if the dual 
rate system were authorized. 

6. Scope of applicability of dual rate agreements.—lIf the dual rate 
system were authorized, we believe that the Shipping Act should 
provide that a dual rate agreement may apply only to shipments with 
respect to which the signer of the agreement has the right to select 
the vessel under the contract of sale or actually selects the vessel. 

7. Power to require discontinuance of dual rate system—Under 
any dual rate system, we believe that the Shipping Act should give 
the Board express power to require the discontinuance of any dual 
rate system of any conference that it found to be operating to the 





Ree 


| —~ 
eo ® 


| 


STEAMSHIP CONFERENCE STUDY 1425 


detriment of the commerce of the United States or to be operated in 
any way in violation of law. E 

We request that the supplemental statement that we have filed with 
the subcommittee be copied into the record, and that it be considered 
jn conjunction with the summary of suggested statutory amendments 
that I have presented in the last portion of my statement. ; 

We appreciate very much the opportunity of presenting our views 
to the subcommittee. We respectfully request that the dual rate sys- 
tem be prohibited, since it is wholly unnecessary and its effect is 
detrimental to the commerce of the United States. 

(The agreement referred to follows:) 


APPENDIX A 
CAMEXCO FREIGHT CONFERENCE 
t RECEIVERS’ FREIGHTING AGREEMENT 
(Effective February 3, 1958) 


This agreement, made as of the day and date set forth below, by and between 
the Receiver named below and/or its subsidiary companies and/or agents and 
the several steamship lines named below, which constitute the Camexco Freight 

“Conference, hereinafter called the Carriers, witnesseth : 

‘1. In consideration of the rates and other conditions stated herein the receiver 
agrees to arrange so that all shipments of coffee from Pacific Coast ports of 
Central America and Mexico, made by or consigned to the Receiver at all ports 
on the Pacific coasts of the United States and Canada shall be offered to the 
Carriers for transportation. 

In agreeing to confine the carriage of all his shipments to the vessels of the 
Carriers, the Receiver hereby promises and declares it is his intent and purpose 
to do so without evasion or subterfuge either directly or indirectly by any means 
including intermediaries or subsidiaries. 

The Carriers agree that they will not negotiate separate agreements with a 
Receiver and/or Receivers at variance with or contrary to the terms and con- 
ditions of this Agreement. 

2. The Carriers hereby agree to furnish space for the Receiver’s shipments, 
when requested, to ports of call named herein provided that such space is 
available when application is made therefor. In the event the Carriers are 
unable to furnish such space within one week for specific shipments of the 
Receiver to ports of call the latter will be free to arrange to forward such 
shipments by any vessel other than those of the Carriers without violating 
this agreement providing that the Receiver will first notify the Chairman of the 
Conference at San Francisco and allow the Chairman forty-eight (48) hours 
from the receipt of such notice to arrange space. If the Chairman fails within 
forty-eight (48) hours to advise the Receiver that space is available then the 
Receiver shall be free with respect to such shipments to secure space elsewhere 
but this agreement shall remain in full foree and effect as to all further ship 
ments. 

3. Arrangements for the actual carriage of the coffee covered by this agreement 
are to be individually with the Carriers specifically agreeing to transport the 
coffee and not with the Carriers generally and the shipments shall be subject to 
all the terms, conditions and exceptions expressed in the Permits, Dock Re 
ceipts, Mate’s Receipts and regular form of Bill of Lading of the transporting 
carrier in use at time of shipment, as well as the Freight Tariff of the Camexco 
Freight Conference. 

4. Should the Carriers reduce the rates on coffee effective during the term of 
this agreement, the Receiver shall immediately be given the full benefit of such 
reduced rates during the entire period same are in effect or should the Carriers 
reduce the tariff “non-contract” rates effective during the term of this agree- 
ment, they agree to reduce the rates provided herein correspondingly. 

In the event of a vessel other than those of the Carriers loading coffee at 
Pacific Coast ports of Central America at rates of freight less than the rates 
herein provided, the Carriers agree to consult with representatives of the Pacific 
Coast Coffee Association immediately upon request with the object of arriving 
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at a mutually satisfactory method of meeting such competition and of giving 
effect to this agreement, the purpose of which is market stabilization under 
reasonable rates and practices, 

5(a). In view of the impracticability or difficulty of determining the actua] 
damages suffered by the Carriers or any of them in the event of a violation of 
this agreement by the Receiver and since it is the essence of this agreement that 
the contract rates herein provided for are offered and are to be available to the 
Receiver only in consideration of the Receiver’s compliance with the provisions 
of this agreement, including Clause 1, it is agreed between the parties that if, 
during the term of this agreement, any shipment be made in violation of Clause 
1 hereof, the Receiver shall become liable to the Carriers jointly for and shall 
promptly pay to the Camexco Freight Conference as liquidated damages a sum 
equal to what would have been paid by it to a Carrier member of the Confer- 
ence had the shipment been made as provided and agreed in said Clause 1 
hereof. 

5(b). If at any time during the current term hereof a Carrier and/or the 
Conference shall believe that a shipment has been made in violation of Clause 1 
(except as provided herein) or that other provision of this agreement has in any 
way been breached, then the Carriers shall give notice in writing to the Re- 
ceiver of its belief and of the facts believed by it to constitute the breach of this 
agreement and the Receiver shall within three days after the receipt of such 
notice submit a reply in writing to the Carriers admitting or denying the facts 
alleged, with such explanation thereof as the Receiver may desire to present, 
If the Receiver denies the facts alleged by the Carriers or denies that the facts 
constitute a breach of this agreement, the Carriers’ notice and the Receiver’s 
reply shall be referred to the Chairman of the Conference, whose decision as to 
whether or not the agreement has been breached by the Receiver shall be final 
and binding upon all parties, except, however, that either party disputing this 
decision shall have the right to arbitration in accordance with Clause 12 hereof. 
Admission by the Receiver of the breach or the failure of the Receiver to reply 
to the Carrier’s notice within the time stated or the decision of the Conference 
Chairman or a similar decision as a result of a requested arbitration that the 
agreement has been breached shall render the Receiver liable for the payment 
of liquidated damages as provided in the foregoing paragraph (a). 

5(c). Upon a determination that there has been a breach of the agreement 
by the Receiver as provided in the foregoing paragraph (b), the Carriers shall 
assess and the Receiver shall pay damages in the amount arrived at under the 
foregoing paragraph (a). 

If the Receiver pays the liquidated damages provided for hereinabove within 
ten days, the Carriers shall consider the agreement as still in full force and 
effect. However, if the Receiver does not pay the liquidated damages within 
ten days after the determination of the breach, this agreement shall immediately 
become null and void as to all future shipments. 

If the Receiver pays the liquidated damages after the agreement has been 
eancelled by the Carriers, the Carriers shall offer a new agreement to the Re 
ceiver, but in the event that the Receiver has breached the agreement more than 
twice within the period of the agreement, the Carriers will not be obliged to offer 
a new agreement to the Receiver. 

6. If any Carrier violates this agreement by granting reduced rates to any 
Shipper or Receiver, the violating Carrier shall be liable to all Receivers for 
refund of any difference between the reduced rate and the contract rate on all 
green coffee theretofore shipped on vessels of such Carrier by such Receivers 
during the twelve month period immediately preceding the shipment made in 
violation hereof. 

7. If the Camexco Freight Conference adds any Line or Lines to its member- 
ship, such Line or Lines shall thereby become party to this Agreement and the 
Receiver shall have the right to request shipping space of such Line or Lines as 
is in this agreement provided; and should any Line or Lines cease to be mem- 
bers of said Conference, all future rights under this Agreement of such Line or 
Lines, and of the Receiver as to any such Line or Lines shall thereupon termi- 
nate. 

The Chairman of the Conference will advise the Receiver immediately of any 
additional Carrier or Carriers who may become members of the Camexco Freight 
Conference; and also of any Carrier or Carriers who may cease to be embraced 
in this Agreement. 
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8. The rates to apply during the term of this Agreement, which is expressed in 
Clause 11 hereof, shall be as follows: 

For all shipments of green coffee in bags clearing from the loading ports of 
Central America and Mexico: 


Per 100 pounds, U.S. 
| currency 


Contract | Noncontract 





To San Diego, Los Angeles Harbor, San Francisco, Calif.; Portland, Oreg.; | 
Seattle, Tacoma, Wash.; Victoria and Vancouver, British Columbia, and 
other ports as provided for by tariff....---- Site ce en toe o eee $1. 35 | $1. 50 





—_— 


Green coffee is to be discharged at any berth, at any of these ports, as may be 
selected by the Carrier. 

The effective date of rate changes at each loading port will be governed by 
the date the vessel commences loading at the port and not by dates of bookings, 
Dock Receipts or Bills of Lading. 

9. If the Carriers at any time desire to increase said rates due to increased 
costs of operation there shall be given to the Receiver written notice of the pro- 
posed increased rates and of the date upon which it is proposed they will become 
effective, which date shall be not less than sixty (60) days subsequent to the 
giving of said notice to the Receiver. If not agreeable to such increase, the Re- 
ceiver shall, within twenty (20) days after the receipt of such notice, deliver to 
the Carriers written notice of cancellation of this Agreement to be effective as of 
the expiration of said sixty (60) days; and, unless such notice be so given to the 
Carriers, the Receiver shall be deemed to have agreed to such increase. If the 
Receiver shall have given such notice of cancellation then the Carrier shall have 
the option of either cancelling said proposal or of permitting this Agreement to 
terminate as of the expiration of said sixty (60) days. Such option shall be exer- 
cised by the Carriers by giving written notice to the Receiver of the Carriers’ 
election not less than twenty (20) days prior to the expiration of the said sixty 
(60) days. In the event that the Carriers elect to cancel said proposal, then this 
Agreement shall remain in full force and effect as if the proposal had never been 
made and the Receiver’s notice of cancellation shall be ineffectual. It is under- 
stood and agreed that in no event shall the rates expressed herein be increased by 
an amount inconsistent with current transportation conditions, nor shall any 
notice of a kind contemplated by this clause be given until representatives of 
the Pacific Coast Coffee Association shall first have been consulted. 

10. Nothing in this Agreement shall prevent the terminating thereof and the 
immediate release of all parties hereto from any of the rights, duties, or obliga- 
tions herein set forth in the event of insurrection, revolution, rebellion, war or 
acts beyond Carrier’s control, which renders impossible the maintenance of 
service of the Carriers. 

11. Unless earlier terminated as herein provided, this Agreement shall remain 
in effect indefinitely, provided, however, it may be cancelled by either party 
giving to the other sixty (60) days of written notice of intention to terminate the 
same. This Agreement shall become effective upon the date of execution by the 
parties and shall cover all shipments from ports of Central America and Mexico, 
from the effective date until terminated. 

12. In any case of dispute, under this Agreement, the Receiver and Carrier 
each agree to submit the matter to arbitration at San Francisco, each appointing 
an arbitrator, and the two so chosen shall select an umpire, to which arbitration 
committee all data requested in connection with the matter in dispute shall be 
made available. Decision of two or more members of said Committee shall be 
binding on both parties and the arbitration shall be made under and pursuant 
to the terms and conditions of the United States Arbitration Act, being the act of 
February 12, 1925, all of which terms and conditions shall be binding on the par- 
ties hereto. It shall be the first duty of the arbitrators to determine whether, 
pending their decision, this Agreement shall be continued in full force and effect 
or, its application with regard to the parties involved, suspended. 
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For and on behalf of the Carriers, members of the Camexco Freight Con- 
ference: 

Chilean North Pacific Line; Compania Chilena de Navegacion Inter. 

oceanica ; East Asiatic Line: The East Asiatic Co., Ltd., (A/S Det 

Pstasiatiske Kompagni) ; Flota Mercante Grancolombiana, §.A_- 

French Line: Compagnie Generale Transatlantique; Grace Line: 

Grace Line, Inc.; Hamburg America Line (Hamburg Amerika 

Linie) ; Holland-America Line: N. V. Nederlandsch-Amerikaan- 

sche, Stoomvaart-Maatschappij; Italian Line: “Italia” Societa 

Per Azioni di Navigazione; Johnson Line: Rederiaktiebolaget 

Nordstjernan; “K” Line: Kawasaki Kisen Kaisha, Ltd.; North 

German Lloyd (Norddeutcher Lloyd); Fred. Olsen Line, Fred, 

Olsen & Co.; Royal Mail Lines, Ltd.; Westfal-Larsen Co. Line, 
Westfal-Larsen Company A/S. 


Chairman, Camexco Freight Conference, 
16 California Street, San Francisco 11, Calif, 
etee G0 C6 o.4 kw. coen cc. eee 


Address 


SUPPLEMENTAL STATEMENT OF PAcIFIC COAST COFFEE ASSOCIATION 


This statement supplements the testimony that was presented before the 
subcommittee by Mr. Edward Bransten on behalf of the Pacific Coast Coffee 
Association. It discusses in more detail the suggestions that Mr. Bransten 
made in the latter part of his testimony concerning statutory amendments. 

The first suggested amendments were directed toward preventing rate wars 
if the dual rate system is prohibited. 


A. SUGGESTED AMENDMENTS TO SHIPPING ACT TO PREVENT RATE WARS 


1. Prohibiting low rates detrimental to commerce 


We believe that the Shipping Act should be amended by inserting therein a 
provision that no common carrier by water in foreign commerce shall demand, 
charge, or collect any rate which is so low that it is detrimental to the com- 
merce of the United States. Other language which might be used to accomplish 
the same result is to prohibit a rate which is detrimental to the maintenance of 
adequate transportation by common carriers by water between the United States 
and any foreign country—or prohibiting a rate which unduly impairs the sta- 
bility of rates of common carriers by water between the United States and a 
foreign country. The Board should be authorized to prohibit any such rate. 

Such an amendment, when coupled with the suggestions made immediately 
hereinafter, would give the Board power to prevent rate wars—by finding that 
any rate which was not justified by transportation conditions would constitute 
a rate of the prohibited type. 

Actually the Board probably already has power to accomplish this same ob- 
jective of prohibiting rate wars by exercising the authority granted it by sec- 
tion 19 of the Merchant Marine Act, 1920. That section gives the Board power 
to make rules and regulations affecting shipping in the foreign trade in order 
to meet conditions unfavorable to shipping in the foreign trade which result 
from competitive practices of operators of vessels of a foreign country. 

The Board’s power to prevent rate wars, however, should be clarified by 
enacting the amendment that we have suggested—so that the carriers will know 
that rates so low that they may lead to rate wars are unlawful; so that the 
Board will be fully aware of its powers and duties in this respect and so that 
oe and receivers of cargo will be fully aware of their rights in this 
respect. 

In connection with our suggested amendment prohibiting any rate which is 
so low that it is detrimental to the commerce of the United States, it should 
be pointed out that the phrase “detriment to the commerce of the United States” 
is already contained in section 15 of the Shipping Act. That section prohibits 
any conference agreement which operates to the detriment of the commerce of 
the United States. Our proposal would merely extend that prohibition to any 
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rate of any individual carrier which was so low as to be detrimental to the 
ecommerce of the United States. 

This is not suggesting that the Board be given power to determine the rea- 
sonableness of rates in foreign commerce or to fix the level of such rates. The 
Board already has the power to prohibit rates in foreign commerce which are 
unjustly discriminatory or unduly preferential or prejudicial. It has frequently 
exercised this power. No complications with foreign countries have resulted 
from the exercise of such power by the Board, or from the Board prohibiting 
conference agreements which it has found to be detrimental to the commerce of 
the United States. We cannot see how any more complications with foreign 
governments would result from the prohibition by the Board of a rate which it 
finds to be so low as to be detrimental to the commerce of the United States. 


9, Filing of rates in advance 


Our second suggested amendment to the Shipping Act to prohibit rate wars 
is that the act should be amended to require every common carrier by water in 
foreign commerce to file its rates in the manner hereinafter indicated : 

(a) Requiring every such carrier to file with the Board and make avail- 
able for public inspection at the carrier’s offices a tariff showing all rates, 
charges, rules, and regulations in connection with the transportation of such 
property at least 30 days prior to the commencement of loading of any ves- 
sel of such carrier with such property. 

(bo) Prohibiting any change in any such rates, charges, rules, or regula- 
tions unless filed with the Board and so made available for inspection on at 
least 30 days’ notice. 

(c) Authorizing the Board for good cause to permit less than 30 days’ 
notice with respect to changes in rates, charges, rules, and regulations. 

These suggestions with respect to the filing of rates, charges, rules, and regu- 
lations are substantially the recommendations which were made by the U.S. 
Shipping Board Bureau in an investigation conducted by it in 1935, entitled 
“Section 19 Investigation, 1935,” 1 U.S.S.B.B. 470, at pages 499-500. The Ship- 
ping Board Bureau purported to act under authority granted to it by section 19 
of the Merchant Marine Act, 1920, Pursuant to the procedure then in effect, 
such recommendations of the Bureau were submitted to the Secretary of Com- 
merce. He did not adopt the Bureau’s recommendations, but promulgated the 
presently existing rule which requires the filing of such rates, rules, and regula- 
tions within 30 days after the effective date of such rate, rule, or regulation. 
The Secretary’s failure to follow the recommendations of the Bureau was based 
primarily on the fact that there was no statutory requirement that rates, rules, 
and regulations be filed in advance. 

It is our suggestion that this gap in the regulatory pattern be filled at this 
time by a specific amendment to the Shipping Act by Congress. 

It should perhaps be added that under the Intercoastal Shipping Act, 1933, as 
amended, the carriers operating in the offshore domestic trades, such as to 
Hawaii, Alaska, and Puerto Rico, are presently required to publish and file 
their rates, rules, and regulations in advance in the manner hereinabove 
suggested. 

The requirement that rates, rules, and regulations be filed in advance would 
give the public notice of all rates, rules, and regulations proposed to be applied 
well in advance of their effective date, subject, however, to the right of the 
Board to shorten the statutory notice in an emergency. 


8. Suspension of proposed rates, rules, and regulations 


Our third suggested amendment to the Shipping Act to prevent rate wars 
is the addition thereto of a provision authorizing the Board, on its own motion 
or pursuant to the request of any party, to suspend any proposed rate, charge, 
rule, or regulation pending an investigation and a hearing concerning the lawful- 
ness thereof, at which hearing the burden shall be on the carrier to justify the 
proposed rate, charge, rule, or regulation. 

The effect of such a provision is that if it appears to the Board that any pro- 
posed rate, charge, rule, or regulation may be unjustly discriminatory, unduly 
preferential and prejudicial, or—if the suggestion hereinabove specified is 
adopted—is so low as to be detrimental to the commerce of the United States, 
or is otherwise in violation of any other provision of law, the Board may prevent 
such proposed rate, charge, rule, or regulation from going into effect unless and 
until the carrier justifies the lawfulness thereof at a public hearing before the 
Board. 
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Such a power of suspension is ordinarily given to regulatory agencies when 
rates, rules, and regulations are required to be filed in advance of the effo. 
tive date thereof. Under the Intercoastal Shipping Act, 1933, as amended, the 
Board presently has authority to suspend in this manner proposed rates, rules 
and regulations applying in the offshore domestic trades. ; 
4. Summary of proposals for preventing rate wars 

We have suggested three statutory amendments to prevent rate wars, namely : 

1. Making unlawful any rate that is so low that it is detrimental to the 
commerce of the United States. 

2. Requiring the filing of rates, rules, and regulations in advance. 

3. Giving the Board power to suspend rates, rules, and regulations that 
appear to be unlawful, pending a hearing on the lawfulness thereof. 

If these amendments are adopted, we can see no possible necessity for the 
dual rate system. These amendments would give the Board power to prevent 
rate wars. At the same time they would preserve for the public the restraip- 
ing benefits of competition controlled within reasonable limits. 

With such amendments, we believe that it would be possible to have the 
conference system and rate stability, and yet to preserve healthy competition, 

We believe that Congress would best serve the interests of the shippers and 
receivers of cargo, of the general public, and of the foreign commerce of the 
United States by adopting amendments to the Shipping Act such as we haye 
proposed, and by prohibiting the use of the dual-rate system. ; 

Mr. Bransten next advanced several suggestions with respect to the regula- 
tion of carriers in foreign commerce which were not directed specifically to the 
dual rate system. 


B. ADDITIONAL SUGGESTIONS COVERING REGULATION OF CARRIERS IN FOREIGN 
COMMERCE 


1. Relationship of rates to and from respective coastal areas of United States 


We believe that the Shipping Act, 1916, should place upon the Board the duty 
to require that all rates of common carriers by water between any foreign port 
and the different coastal areas of the United States which are competitive with 
each other shall be reasonably related as between the respective coastal areas 
of the United States where such competition exists. By this we mean that the 
Board should require that there be a reasonable relationship in such rates from 
a particular foreign port to the Atlantic coast, the gulf, the Pacific coast, and 
the Great Lakes. The same should be true with respect to rates in the opposite 
direction. 

The maintenance of such rates on a reasonably related basis is important so 
that industries in all parts of the country will be afforded a fair opportunity 
to compete, and will not be placed at the mercy of the conference lines. 

Different conferences normally function on the Atlantic and Gulf coasts, on 
the one hand, and on the Pacific coast, on the other hand. In some instances 
the conferences on the Atlantic coast and in the gulf to or from the same foreign 
port are different. Still different conferences will be involved on the Great 
Lakes. An industry in one coastal area can be vitally affected by the attitude 
of the conference serving it, as compared with the attitude of another confer- 
ence serving a competing coastal area. 

Take our own situation. Mr. Bransten pointed out that the spread in the 
ates on coffee to the Pacific coast over the rates from the same port of origin 
to Atlantic and gulf ports has increased substantially. He showed the adverse 
effect of this on the Pacific coast coffee industry. 

We believe that the industries in a particular part of the country should not 
be made to suffer because the conferences or even independent carriers which 
serve them take a less favorable attitude toward the level of rates than do the 
conferences or carriers which serve the other coastal areas in the United 
States. 

The existing provisions of the Shipping Act which prevent unjust disecrimina- 
tion or undue preference and prejudice do not properly take care of this situa- 
tion. In many instances there is no single carrier which serves all of the coastal 
areas and consequently the discrimination and preference and prejudice pro- 
visions would not be applicable. Furthermore, where we are dealing with con- 
ference rates, even carriers which serve all of the coastal areas are powerless 
to remove the discrimination, preference, or prejudice unless the number of 
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carriers which serve all areas is sufficient to control the vote of the conference 
in each instance. 

This problem requires the consideration of the rates to or from all of the 
coastal areas. The inclusion in the Shipping Act of the provision that we 
have suggested would not only alert the Board to its duty in this respect, but 
it would also indicate to the conferences that in establishing their rates they 
must take into consideration the relationship of their rates to those to or from 
the other coastal areas. In addition, such a provision would make it clear 
that any shipper or receiver could, by an appropriate complaint filed with the 
Board, have a direct determination of the propriety of the relationship in the 
rates. 


2. Simplification of procedure before Board 


Our final suggestion in this connection is that an attempt should be made 
to devise some means of settling controversies that may arise concerning rates 
and practices of ocean carriers without the necessity for prolonged proceed- 
ings before the Board with hearings and the usual procedural steps. 

We realize that this presents some difficulty, in view of the generally accepted 
principle that a person is entitled to a hearing before a regulatory agency issues 
an order directed against him, and particularly if he requests a hearing. On 
the other hand, hearings, briefs, arguments, ete., consume so much time and are 
so expensive that they tend to break down the regulatory system. 

We believe, however, that there are several ways in which the procedure 
before the Board could be simplified and expedited without impairing the rights 
of anyone. 

In the first place, the adoption of our suggestion that the suspension power 
be placed in the Board would eliminate many protracted controversies over 
rates, rules, and regulations that would otherwise result. Frequently, when 
other regulatory agencies suspend a proposed rate, rule or regulation, the car- 
rier withdraws the suspended proposal and attempts to publish a rate, rule or 
regulation which it concludes will not be objectionable to the regulatory agency. 
This avoids what would have been prolonged litigation over the item if it had 
become effective. 

Also, the suggestion has been made earlier in these hearings that it might 
be helpful if the Board had representatives of its Regulation Office stationed 
at certain ports, such as New York, New Orleans, and San Francisco. We 
believe that this would be very helpful in solving many problems which might 
otherwise result in prolonged formal proceedings before the Board. Shippers 
or receivers who objected to any action on the part of a conference with respect 
to rates or other matters could present the matter informally to the Board 
representative in their area. He could investigate the matter on the ground 
and could endeavor to reconcile the differences of the parties. If he could not 
solve the problem, he could make recommendations to the Board’s Regulation 
Office in Washington. On the basis of such recommendations, the Regulation 
Office or the Board itself could endeavor to settle the matter informally. 

We understand that the Interstate Commerce Commission has used men in 
the field very effectively in settling controversies informally. We believe that 
the Board would find this method very helpful to all concerned, and that ar- 
rangements should be made for stationing such representatives in the field. 

Finally, Mr. Bransten testified that if the dual rate system were authorized 
by Congress, it would be absolutely essential that certain statutory amendments 
be adopted in order to safeguard the interests of shippers and receivers of 
cargo. 


C. SUGGESTED SAFEGUARDS FOR SHIPPERS AND RECEIVERS IF DUAL RATE SYSTEM 
AUTHORIZED 


I. Right of independent action 


In trades where the dual rate system has eliminated all nonconference com- 
petition, such as in the coffee trades to the Pacific coast, the only possible way 
of preserving any rate competition if the dual rate system were authorized 
would be by permitting some measure of rate competition among the conference 
members themselves. Rate competition does not exist among conference mem- 
bers at the present time. 

Some measure of protection could be afforded the public in the matter of 
rates, rules, and regulations by amending the Shipping Act to provide that every 
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conference adopting the dual rate system shall amend its conference agreement 
to provide that at all times when the conference is operating under a dual rate 
system, each member of the conference shali have the right to take independent 
action on any matter. 

What we have in mind in this connection is a provision similar to what was 
included in the Reed-Bulwinkle Act, which was added to the Interstate Com. 
merce Act as section 5a in 1948. That section authorizes carriers subject to 
the jurisdiction of the Interstate Commerce Commission to form conferences 
for rate- and rule-making purposes, if approved by the Commission. Paragraph 
(6) of that section is as follows: 

“(6) The Commission shall not approve under this section any agreement 
which establishes a procedure for the determination of any matter through joint 
consideration unless it finds that under the agreement there is accorded to each 
party the free and unrestrained right to take independent action either before 
or after any determination arrived at through such procedure.” 

If such a provision were included in the Shipping Act, to be effective when. 
ever the conference was functioning under a dual rate system, it would prevent 
exporters and importers and the general public from being completely at the 
mercy of a majority or other percentage of the conference members. If the con- 
ference went too far out of line on its rates, rules, and regulations, the public 
would have the protection that one or more of the conference lines might not be 
prepared to go to the extremes proposed by the other conference lines. To this 
extent there would be rate competition among the conference lines themselves, 

The adoption of such a provision would place action by conferences operating 
under a dual rate system on a unanimous consent basis. In any conference oper- 
ating under a dual rate system, the adoption of such a provision would change 
the basic philosophy of the conference to the extent of making the conference 
system, while operating under the dual rate system, a means of permitting the 
conference members to act in concert on matters on which they can all agree, 
free from antitrust penalties, rather than, as it generally is today, a means of 
compelling certain individual steamship lines to follow a course of action which 
may be contrary to their better judgment. 

A provision of this type would tend to keep the conference rates, rules, and 
regulations on a fair basis when the conference was operating under a dual 
rate system, because of the fear by the conference that if the situation became 
too unreasonable, one or more of the members would refuse to go so far and 
would take independent action of their own. 


II. Uniform form of dual rate agreement 


If the dual rate system were authorized, we believe that it would be advisable 
to amend the Shipping Act to require the Federal Maritime Board to prescribe 
a uniform form of dual rate agreement which would be used by all conferences 
which desired to adopt the dual rate system, subject to the right of the Board to 
authorize such departures from the uniform form as the Board found to be 
reasonable, with Board approval or rejection of proposed departures to be pur- 
suant to the procedure followed under section 15 of the Shipping Act. 

The uniform form of agreement should be adopted only after the Board has 
afforded interested parties an opportunity to be heard, either by oral testimony 
or by filing written statements. 

This would make it possible to eliminate such one-sided dual rate agreements 
as those in effect in the coffee trade to the Pacific coast. 

In devising the uniform form of dual rate agreement, the Board could deter- 
mine what provisions were appropriate to assure rate stability. The Board 
Should include appropriate provisions requiring the conference lines to maintain 
regular service. The Board should likewise substitute something more equitable 
in place of the very onerous provisions with respect to liquidated damages and 
cancellation of the agreement in the event of a breach by the shipper or 
receiver. 

If any deviations from the prescribed form of agreement were necessary in 
particular trades, such deviation could be authorized by the Board, but only 
after interested parties had been afforded an opportunity to protest the proposal 
under the procedure provided by section 15 of the Shipping Act. 

We believe that the procedure which we have suggested would be the best 
means of solving the existing problems pertaining to the proper contents of dual 
rate agreements. 
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If the Shipping Act did not require the Board to prescribe a uniform form of 
dual rate agreement, the act should require that all proposed dual rate agree- 
ments be submitted to the Board for approval under section 15 of the act. This 
would afford interested parties an opportunity to present any objections to the 
Board and to have them considered by the Board. In our opinion, this procedure 
would be more cumbersome and less satisfactory than having the Board pre- 
acribe a uniform form of agreement, with power to authorize departures there- 
from under the section 15 procedure. 


III. Reasonableness of dual rates 


If the dual rate system were authorized, the Shipping Act should be amended 
to provide that all rates which are covered by dual rate agreements, and all 
rules and regulations pertaining to any such rate, shall be just and reasonable, 
as well as not in violation of any other provision of the Shipping Act. The 
Board should be authorized to determine whether any such rate, rule, or regu- 
jation is unlawful, including whether it is unreasonable, and, if so found, to 
require the substitution of a rate, rule, or regulation found by the Board to be 
lawful. 

This suggestion would give the Board jurisdiction over the level of dual 
rates. This suggestion will undoubtedly be met with the argument that it would 
eause international complications. But, upon analysis, it will be seen that 
such is not the case. 

Actually the Board already has jurisdiction over the reasonableness of all 

conference rates under section 15 of the Shipping Act. In the case of Hdmond 
Weil v. Italian Line (1 U.S.S.B.B. 395), the Board’s predecessor said at page 
398 : 
“* * * An unreasonably high rate is clearly detrimental to the commerce of 
the United States and upon a showing that a conference rate in foreign com- 
merce iS unreasonably high the Department will require its reduction to a 
proper level. * * *” 

The Board and its predecessors have reiterated this power in the following 
eases: Pacific Coast-River Plate Brazil Rates, (2 U.S.M.C. 28, 1939); Con- 
tract Rates, Japan-Atlantic and Gulf Freight Conference (4 F.M.B. 706, 1955) ; 
Secretary of Agriculture v. North Atlantic Continental Freight Conference (5 
F.M.B. 20, 1956). 

We believe that by means of a specific amendment to the Shipping Act 
Congress should clarify the Board’s power in this respect, so that the Board’s 
power over the reasonableness of all rates which are covered by dual rate 
agreements would be clearly recognized by the carriers, the shippers and receivers 
of cargo, and the Board. By clarifying the situation in this respect, therefore, 
Congress would actually not be granting the Board any additional power which 
it does not already possess. No international complications have resulted from 
having this power in the Board. 

As the Board and its predecessors have stated, unreasonably high rates are 
detrimental to the commerce of the United States. When steamship lines are 
permitted not only to function as a conference, but also to exercise the almost 
unlimited power of the dual-rate system, they are being granted a privilege 
to violate the antitrust laws of this country to an extent that goes far beyond 
anything that has been granted to any other industry. We cannot see how any 
international complications would result if Congress limited this privilege to 
the extent of saying that when the steamship lines exercise this privilege they 
cannot go so far as to establish rates, rules, or regulations which are detri- 
mental to the commerce of the United States. This is a very small price to 
pay for such almost unlimited privilege of violating the antitrust laws of this 
country. 

If it is contended that the Board does not presently have jurisdiction over the 
reasonableness of conference rates under section 15 of the Shipping Act, then we 
still say that Congress should make it clear that the Board would have jurisdic- 
tion over the reasonableness of all rates, rules, and regulations covered by dual- 
rate agreements. The regulation of the reasonableness of their rates, rules, 
and regulations covered by dual-rate agreements would be the price that the 
conference lines would pay for the privilege of employing the dual-rate system. 
We cannot see how any international complications would result in this respect, 
since any conference which objected to having the reasonableness of its rates, 
rules, and regulations regulated could avoid such regulation by discontinuing 
the use of the dual-rate system. 
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IV. Low rates detrimental to commerce 


In conjunction with the Board’s jurisdiction over the reasonableness of con- 
ference rates which are covered by dual-rate agreements, we believe that if the 
dual-rate system were authorized, the Board should also have the power to 
prohibit any rate that is so low that it is detrimental to the commerce of the 
United States. The Shipping Act should make such rates of both individua) 
steamship lines and conferences unlawful. 

Mr. Bransten discussed the subject of prohibiting such rates in connection 
with his testimony pertaining to amendments to the Shipping Act to prevent 
rate wars in the absence of the dual-rate system. 

We believe that it would also be important for the Board to have the power 
to prevent rate wars if the dual-rate system were authorized. 

Power in the Board to prohibit rates of individual steamship lines and of 
conferences which are so iow that they are detrimental to the commerce of the 
United States would be helpful in three situations. In the first place, if any 
member of a conference operating under a dual-rate system were accorded the 
right to take independent action, as we have previously discussed, such power 
in the Board would enable the Board to prohibit independent rate action by a 
member of a conference in a manner which might cause a rate war. In the 
second place, if there were any nonconference lines operating in the trade in 
question, this power would enable the Board to prevent any such nonconference 
line from establishing a rate so low that it might start a rate war. In the third 
place, such power would enable the Board to prevent a conference from estab- 
lishing a low rate which might result in a rate war with a nonconference carrier 
operating in the same trade or with another conference or a nonconference 
carrier operating in a competitive trade route. 


V. Adwance filing of rates and power of Board to suspend same 


In connection with the suggestions presented by Mr. Bransten in his testi- 
mony concerning methods of preventing rate wars in the absence of the dual- 
rate system, we suggested that all rates, charges, rules, and regulations of 
common carriers by water in foreign commerce be required to be filed at least 
30 days in advance. We also suggested that the Board be given the power to 
suspend any such proposed rate, charge, rule, or regulation which appeared to 
be in violation of law, pending a hearing thereon at which the carriers would 
be required to justify the proposal. 

We believe that the suggestions that we made in this respect should likewise 
apply in the event that the dual-rate system were authorized. The advance 
filing and suspension power should apply both to individual carrier rates and 
to conference rates. This would afford the public advance notice of all pro- 
posed rates, charges, rules, and regulations. It would afford the Board an 
opportunity to prevent a rate, charge, rule, or regulation which might lead to 
a rate war from becoming effective, regardless of whether it was proposed by 
an individual carrier or a conference. Likewise, if a conference operating un- 
der a dual-rate system proposed a rate, rule, or regulation which appeared to be 
unreasonably high or otherwise unlawful, this would afford a means of prevent- 
ing it from becoming effective unless and until the conference justified the pro- 
priety thereof. 

Certainly the public would be entitled to that sort of protection against the 
tremendous power which would be placed in the hands of the conference if the 
dual-rate system were authorized. 

VI. Scope of applicability of dual-rate agreements 

We believe that if the dual-rate system were authorized, the statute should 
provide that a dual-rate agreement may apply only to shipments with respect 
to which the signer of the agreement has the right to select the vessel under 
the contract of sale or actually selects the vessel. Stated conversely, if, with 
respect to a particular shipment, the signer of the agreement does not have the 
right under the contract of sale to select the vessel and does not in fact select 
the vessel, the dual-rate agreement would not apply to such signer. 

This would mean, with respect to imports—with which we are particularly 
concerned—that a dual-rate agreement would not apply to an importer who was 
a signer of such agreement if the importer purchased the goods c.i.f. or C. & F. 
and did not in fact select the vessel. If the conference desired to have a dual- 
rate agreement apply to such shipment, it would be necessary for the conference 
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to have the exporter of such shipment in the foreign country sign a dual-rate 
it the other hand, with respect to exports from the United States, this 
would mean that a dual-rate agreement would not apply to an exporter who 
was a Signer of such agreement if the exporter sold the goods f.o.b. or f.a.s. and 
did not in fact select the vessel. If the conference desired to have a dual-rate 
agreement apply to such shipment, it would be necessary for the conference 
to have the importer of such shipment in the foreign country sign a dual-rate 
te certainly think that it would be very unfair and unwise to attempt to 
apply a dual-rate agreement to a signer who under the contract of sale did not 
nave the right to select the vessel and who did not in fact select the vessel. If 
the agreement were applied in such a situation, it would make the signer re- 
sponsible for something over which he had no control or else it would be at- 
tempting to dictate to him that he must sell or purchase his goods on a basis 
on which he had the right to select the vessel. ae i 

It would not be in the interest of the commerce of the United States to attempt 
to use the dual-rate system as a means of dictating to exporters and importers 
the manner in which they must do business. 


VII. Power to require discontinuance of dual-rate system 


In view of the enormous power exercised by conferences under the dual-rate 
system, we believe that the Shipping Act should give the Board express power 
to require the discontinuance of any dual-rate system of any conference that 
it found to be operating to the detriment of the commerce of the United States 
or to be operated in any way in violation of law. This is similar to the Board’s 
power to require the cancellation of conference agreements under section 15. 

Certainly a conference should not be permitted to continue the operation of 
a dual-rate system if it was being operated in a manner which was detrimental 
to the commerce of the United States or otherwise unlawful. The Board should 
be given specific power to prevent such a situation by requiring the discon- 
tinuance of the dual-rate system by that conference. 

This covers all of the suggestions that were made by Mr. Bransten with respect 
toamendments to the Shipping Act. 


Mr. Bransten. Gentlemen, thank you very much. 

That is the conclusion of the statement which the Pacific Coast 
Coffee Association has to make. 

I will be more than happy to answer any questions. 

Mr. GarmMatz. On page 20, you say: 

If the subcommittee so desires, we would be glad to furnish it copies of any 
or all of the sailing schedules to which we have referred. 

I think any of those schedules that you may be able to submit show- 
ing lateness of time or anything of that sort will be helpful to the 
committee. If you will mail it to the committee in Washington, we 
will be sure that it gets into the record in the proper place. 

Mr. Bransten. I will get those out immediately, sir. 

(The schedule referred to follows:) 
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Mr. Garmarz. Is it possible for you to come to Washington some 
time in the future? 

Mr. BraNnsten. Yes, sir. 

Speaking for myself and for the Pacific Coast Coffee Association, 
I would answer that question by saying formally that we will do 
anything and travel anyw here—to WwW ‘ashington if necessary—to help 
this committee and Congress in further explaining our position and 
helping on any of this m: aterial. 

Mr. Garmatz. We have several other witnesses today and may not 
get into this in detail. 

It seems as though it could be boiled over a little bit. 

I was just asking Mr. Bransten if he could possibly come to Wash- 
ington at a later date so that the subcommittee and the chairman may 
go a little more deeply into this statement. 

He also has a supplemental statement here of about 20 pages. 

Mr. Downing? 

Mr. Downina. That is quite a statement, Mr. Bransten. It is re- 
freshing to have the presentation of the other side of the question. 

Mr. Bransten. Thank you, sir. 

Mr. Downrina. There must be something unique about this coffee 
business. What is it? How many sailings do you require? How 
much do you load on each shipment on an average 

Mr. Bransten. Well, sir, you asked me what is unique about the 
coffee business. I could only say, In answer to what you say, that the 
uniqueness of the coffee business consists in this: that with the excep- 
tion of the oil cargo the coffee business is the second most important 
article in international commerce throughout the world; the second 
largest in tonnage and dollar value of any cargo in the world, and by 
far the most import that we make from Latin America. Therefore, 
we are particularly sensitive because of the size of this cargo and the 
volume to this shipping industry. 

Also I might say that unlike perhaps finished commodities which 
are exported, coffee is a raw material that is used in the manufacture 
of an article. 

These two things—these two statements that I am making now—are 
the only explanation th: it I can make about the uniqueness of the busi- 
ness, particularly its size and the volume of business and the immense 
tonnage involved. 

A fluctuation, even a minor fluctuation of a half cent a pound is of 
immense significance to the whole world, to us, to the individual mem- 
bers of the ‘industry and to the countries with which we do business. 
For example, if I may just digress for one second, I heard a very 
interesting statement made by a man from the State Department who 
was recently here for a meeting of the Pacific Coast Coffee Associ 1- 
ation. These people are very much concerned with the economic 
health of the countries of Latin America. 

He stated that a drop of a cent a pound in the price of coffee means 
the difference of $8 million annually to Colombia and something like 
$15 million or $16 million to Brazil. 

Mr. Downrne. It means a loss in profits. 

Mr. Bransten. A loss in dollars. A loss in actual dollar revenue to 
those countries. 
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Mr. Down1ne. Now, why would it not be more feasible for you to 
charter your own bottoms? 

Mr. BransteNn. Well, it might be very feasible for us to charter our 
own bottoms but it would obviously require an immense new branch 
of our business and it would be an enormous departure from our usual 
procedures. 

The industry right now requires every bit of capital and know-how 
to operate its business as it is now operating. } 

Mr. Downina. How many sailings do you require from your points 
of supply to this area a month? 

Mr. Bransten. That is a very difficult question for me to answer, 
sir, and I feel a great responsibility in answering for the entire in- 
dustry. I see some of them present here. 

I would say that just. roughly, if we had from two to three sailings 
a month from the principal ports, such as Brazil and Buenaventura, 
Colombia—because those are very large sources of supply for us— 
that that would be sufficient; but, as I have pointed out in my state- 
ment, it is not just the frequency of sailings which is important to 
us; it is the regularity and the staggering and the scheduling of those 
sailings which is important to us for proper inventory control. 

Mr. Downtnec. Tell me this. Do you have that number of sailings 
now under your present schedule? 

Mr. Bransten. I believe we do in many cases; not in all cases. We 
have certain ports in Central America which are not very well serviced 
to which during the season it would be good if we had better service. 

I cannot answer it either “Yes” or “No,” in other words. For ex- 
ample, from Brazil ports we do have that number of sailings. There 
are times during the season, on the other hand, where there are little 
ports which the world has scarcely even heard of on the west coast. of 
Mexico, for example, such as Port Angel and Escandida and Salina 
Cruz, and even as far north as Acapulco, where we do not get very 
much frequency of sailing because these are disagreeable ports for 
the steamship lines, I will admit. They are not modern and up to 
date but, nevertheless, in the terms of the overall contracts that we 
make with the steamship lines, I do believe that we are entitled to 
good service from those calls. 

Mr. Downrne. You state that irregularity in the sailings causes 
you a great deal of trouble. 

Mr. BranstTen. Yes, sir. 

Mr, Downtne. Is this irregularity widespread, or is it just oc- 
casional ? : 

Mr. Branstren. I would say truthfully that it is rather widespread. 
It is rather widespread. 

This is one of our chief complaints, sir. 

Mr. Down1nc. Would you say you can never depend on a sailing 
on a certain date? 

_Mr. Bransren. I can only tell you this: that speaking for my par- 
ticular company—and I imagine this would obtain for my worthy 
competitors and my friends of the importing business as well, that 
when we obtain these so-called schedules from the steamship com- 
panies we look at them with a very skeptical eye and we add a week 
or 2 weeks to every one of them in scheduling our purchases and we 
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thereby incur greater risks because we do have to maintain a larger 
inventory than we would otherwise maintain. 

Mr. Down1ne. How much tonnage is involved in each shipment if 
you could give me that figure in average tonnage 

Mr. Bransten. I do not think I could give it to you in tonnage. I 
am more familiar with the number of bags and then I would ask 
somebody to translate that into tonnage. 

Bags on a vessel range all the way from as small as 5,000 to 10,000 
bags up to some shipments that have run 80,000 to 100 000 bags. 

Mr. Downina. Would they be full shiploads? 

Mr. Bransten. In some cases they would be the entire cargo, the 
ship. In the case of vessels coming from Brazil they might be al- 
most the entire cargo of the ship. 

In the case of ships calling at Central American ports that come 
out from Europe it might only be a small portion of the ship. There 
again, the answer is not one way or the other, sir. Iam sorry. But 
it does run to a very large tonnage, by far the biggest tonnage coming 
into the Pacific coast except, as I say, for the intercoastal ‘oil indus- 
try, which is carried in tankers. 

Mr. Down1na. You mentioned in your statement something about 
the equalization of the rates to the Atlantic coast and the Pacific 
coast, which puts you in a better competitive position. 

Mr. Bransten. Yes, sir. 

Mr. Downine. Of course, you realize the great farther distance 
that is involved to the Pacific coast rather than the Atlantic coast and 
there would be an increased cost to the Pacific coast then, would there 
not ¢ 

Mr. Bransten. We recognize in the case of Brazil that the distance 
from Brazil to the Pacific coast is cer tainly far greater than to the 
gulf or the Atlantic. In addition to that, the coffee coming from 
Brazil, unless it goes around the Horn and we have some shipments 
that go that way, has to go through the Panama Canal where delays 
may ensue and where there are toll char ges. 

We recognize this natural geographic disadvantage which we have 
and there is nothing that can be done to remedy that. However, we 
do not recognize that in the case of many of these other coffees which 
we receive and which are exceedingly important to us, specifically the 
coffees from Central America; and I might mention here that some 
of these Central American countries only have a west coast port. For 
instance, the country of Salvador, which is a small country, only a 
postage stamp country, amazingly enough I believe is the third 
largest coffee producer in the world. Traditionally we have been very 
cood customers of Central America and specifically Salv: ador. We do 
not recognize, for example, that shipments from there coming out of 
the west coast in all cases, even when they go to New York and going 
through the canal, are so much greater if as great as when they come 
to New York. 

Mr. Down1ne. How much greater is it from Salvador to the west 
coast then it is from Salvador to the east coast? 

Mr. Bransten. I am not sure, sir, that it is greater to San Fran- 
cisco via the canal. I do not know the distances, but I am not sure 
that the distance from Salavdor ports to, say, Los Angeles, is greater 
than from Salvador ports which have to go down through the Pacific 
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Ocean to the Panama Canal and through the Caribbean and up 
through the Atlantic to New York. I am not sure that that distance 
is greater to San Francisco. It is perhaps less. 

I also wish to draw attention to the fact that these shipments to the 
east coast have to transit the Panama Canal where there are delays in 
time and time, as I understand it, means something to steamships. 
They sometimes are held there before they can do through the canal 
and also have to pay canal tolls. 

Mr. Downtna. Mr. Chairman, I will refrain from any further 
questioning until we have this witness in Washington. 

Thank you. 

Mr. Garmatz. Right along that line, if I may, you talk about the 
east and west coasts. Later on, I would like to go into this extra 
charge that you have here. 

Yesterday we had a statement about the east coast being able to 
handle two bags of coffee to the west coast handling of one bag. That 
is another upping in price in your problem. 

Mr. Bransren. May I answer that? 

Mr. Garmatz. Yes. 

Mr. Bransten. I would like to answer that in this way. I knew 
that this question might arise and with your permission, I have made 
some notes to give an answer to this question. 

If the costs are so much greater for handling coffee on the Pacific 
coast than from here to the Atlantic coast, I would ask then rhetor- 
ically, on the Brazil service in which there is no tying dual rate agree- 
ment why i is it that the rates have advanced so much less proportion- 
ately from Brazil to the Pacific coast than the rate from Central 
America and Colombia ? 

The answer, if I may be permitted to answer my own question, is 
obviously that there is some restraint in the Brazil business where 
there is some distant threat of a possible competition. 

Secondly, the steamship companies state or alleged that it takes 
twice as much time to handle a bag of coffee on the Pacific coast as it 
does on the Atlantic coast. This was an isolated test and by their own 
admission, the situation has been much improved on the Pacific coast 
and is even now in the process of being improved. 

I would also like to mention that, as an offsetting factor, we receive 
large shipments of our coffee which I think are in closer in time and 
distance from Central America than that which goes to the Atlantic 
coast. That is an offsetting factor. 

Lastly, it was also stated that large portions of this coffee are dis- 
charged in large population centers on the Atlantic coast, such as New 
York and Philadelphia, whereas here it has to be discharged up and 
down the coast. 

I respectfully call the committee’s attention to the fact and can state 
flatly that by far the largest proportion of the cargo is discharged in 
two places, San Francisco and Los Angeles, here, so that we also have 
our population centers. 

Thirdly, I would like to say that no one knows anything about 
these rates which are rather arbitrarily established by the steamship 
lines. When they claim higher costs prevail on the Pacific coast than 
on the Atlantic and gulf coasts, this is an entirely unproven state- 
ment and one which we all must accept and have accepted and nobody 
has investigated it. It is entirely a self-seeking statement and self- 
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justifying statement which no one has had the opportunity to check 
or verify. 

Lastly, I would like to say that, given-an ironclad dual rate system 
in which there is no intimation even of any competition whatsoever 
or no governmental regulation, that a contract or conference with the 
coffee business becomes almost like a cost-plus contract with the Gov- 
ernment. I mean to imply by this that no matter what the handling 
expenses might be on the Pacific coast to the steamship people, it 
would make little or no difference as long as these charges can 
be passed on to the coffee business or the public. 

Under the system now in effect, I maintain that this very thing 
could easily happen. There is really no protection either for us or 
for the public against these arbitrary and spiraling rates. 

Mr. Garmatz. Is this coffee business seasonal or is it stable? 

Mr. Bransten. It goes on throughout the year. There again, there 
is no clear-cut answer one way or the other. From some sections, 
from Central America, it is rather seasonal. From Colombia and 
Brazil it is throughout the year. 

Mr. Jounson. Mr. Chairman, I wonder if you would yield while 
the witness is on this point ? 

Mr. Garmarz. Surely. 

Mr. Jounson. You were comparing freight charges on coffee to the 
Atlantic and gulf ports and the Pacific. When you say freight rates, 
~ include for the Pacific coast the handling charges ‘along with the 

freight, do you not ? 

Mr. BRANSTEN. Yes, sir, we do. 

Mr. Jounson. If you broke down separately the handling charges 
from the freight rate, how would the freight rate actually compare 
between the ports to the Pacific coast and the Atlantic coast? If you 
take just the freight rate and not the handling. 

Mr. Bransten. The handling charge is made part of the freight 
rate on the east coast. 

Mr. Jounson. I know that, but if it is possible to separate them, 
how would they compare ? 

Mr. Bransten. You would deduct aproximately $2 from the Pa- 
cific coast charges and that, I am sure, would still make our charges 
greater to the Pacific coast than to the Atlantic and gulf coasts. 

Mr. Jounson. We have had previous testimony that the handling 
charges alone on coffee on the west coast was as much as $4 to $5 a ton 
in excess of what the handling cMarges are on the Atlantic coast. Is 
that true? 

Mr. Bransten. I do not know what the costs are. I know that it 
amounts to about $2, these additional charges which we claim are part 
of the costs of handling coffee which are chargeable to the steamship 
companies because they are supposed to put the coffee acc ording to 
the terms of the agreement in place of rest on the dock where it is 
accessible to us. 

Mr. Jounson. As I say, we are very much interested. I understand 
that handling charges are under consideration now for increase on the 
Pacific coast. I think we should consider it. 

Excuse me, Mr. Chairman. 

Mr. Garmatz. That is all right. 

Mr. Mailliard ? 
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Mr. Mariiiarp. Yes, Mr. Chairman. 

Mr. Bransten, first may I say that I think the committee very much 
appreciates such a careful job of presentation of a point of view. 
Really, this is the first time I think we have had a shipper presenta- 
tion that was as thoroughly documented as this. I hope we will have 
a chance to talk to you in Washington because, frankly, this is going 
to take a little more digesting than just listening to it here and the 
supplemental which has more detail in it will take a little study which 
I think we might like to discuss with you at some future time. 

You make the point particularly of the better treatment, if I can 
put it that way, that you have had from the Brazil Conference than 
from the others with which you have done business. 

Mr. BransTen. Yes, sir. 

Mr. Matruairp. Do you attribute that totally to the fact that one 
does not have a dual-rate system and the other conferences do or do 
you think there are other reasons why you are able to get along bet- 
ter with the Brazil Conference ¢ 

Mr. BransteNn. That is a very difficult question to answer, Mr. 
Mailliard. To be perfectly fair, I would say “Yes”; I would presume 
that that is the reason we have better treatment. 

Let me say in answer to that in the case of the dual rate con- 
ference contract system that in that case we are forced to sign a 
contract. We must sign a contract with the three conferences which 
I have mentioned. We must put our name on a dotted line in order 
to get the conference contract rate whereas, with the Brazil River 
Plate Conference, which is the conference which brings coffee from 
Brazil and which is also a conference, we are asked to sign nothing. 
This is an agreement merely between the shippers themselves. There- 
fore, we may choose to ship on their ships or not choose to ship on 
their ships. As it happens to have worked out, we have signed on 
their ships. 

Mr. Mar1arp. Is there any competition in that field? Have you 
any other ships to ship on ¢ 

Mr. Bransten. No, there is no competition in that conference. 
There is no competition, but I might say, for the record, that, even 
though there is no competition, I would jump to the automatic 
conclusion that the conference is well aware that they have no tying 
arrangement with us and that, should they get too far out of line, 
should there be any real dissatisfaction with either the service or the 
rate, we are still free agents. : 

There are now a number of lines going down there, more than what 
there used to be. The two major carriers of coffee from the east 
coast of Brazil to the Pacific coast are the Moore-McCormack and 
the Norwegian line, the Westfal-Larsen Line, but in recent years we 
have had a great number of Japanese steamship companies that have 
entered into that trade. They have joined the conference. 

Mr. Mamu1arp. What about the trades in which the dual rate does 
exist? Is there nonconference competition in those trades? 

Mr. Bransten. No, sir. There is absolutely no nonconference com- 
petition whatsoever. Even should we elect to not sign the con- 
ference agreement, we would still be forced to ship on these con- 
ference lines because no other steamers exist, no other steamship 
lines are in that trade, and I would like to point out also in con- 
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nection with this—and this is an interesting thing and you can put 
whatever interpretation on it that you wish—that, for example, in 
the Aswesco Conference, which is an important one that brings coffee 
from Central America to the Pacific coast, there is only one Amer- 
ican steamship line and all of the others, and there are a great many 
others, are European lines. Only the Grace Line is in the Aswesco 
Conference of the American-flag vessels. 

Mr. Maruiarp. And the European lines for the most part just 
use this coffee business from Central America to the Pacific coast as 
a sort of a stopping-off proposition, do they not? 

Mr. Bransren. That is partly quite true. They come out from 
Europe with cargoes of manufactured merchandise, I do not know 
what it is, automobiles, and all sorts of merchandise. 

I do not want to put this too strongly but when convenient more 
or less they schedule a sailing to pick up cargo from a Central Ameri- 
can port and a complaint that we have is usually a Central American 
port where they discharge cargo and not a port that we might need it 
to goin. In other wor ds, they might go into such a port as San Jose, 
Guatemala, where German automobiles are sold, for example, but not 
into a port such as Port Angel, Mexico, where the only thing that they 
could do is pick up the coffee. 

Mr. Marmur1arp. What you are saying simply is that in many in- 
stances if they have some cargo to put off that ship they are willing 
to pick some up if there is any there ? 

Mr. Bransten. That iscorrect. That is exactly the point. 

Mr. Mamurarp. Do you also find that scheduled stops are eliminated 
after they have been scheduled if the cargo does not seem to justify it ? 

Mr. Bransten. We have found that happening, yes. We are rea- 
sonable people. If such a scheduled stop were announced as canceled 
2 weeks in advance or 10 days in advance, we could understand it. 
From the standpoint of their exclusive self-interest, we could under- 
stand it, but we have had scheduled stops canceled 3 or 4 days, at times, 
in extreme cases, before they were scheduled to go in. 

Mr. Marrurarp. That leaves you with coffee you have bought sitting 
on the dock. 

Mr. Bransten. Yes. I would say indirectly that it affects us in- 
directly because usually the coffee which you say we have bought is 
something that we have contracted for with an importer. It usually 
places him more in jeopardy than us. We are the ultimate receivers of 
this coffee and in that case it very often hurts an importer of coffee 
because we do not import directly. 

In the roasting business, we are indirect importers of coffee, but it 
would leave an importer with coffee sitting on the dock 

In some cases, it might even place his business in considerable jeop- 
ardy where he has contracted to sell that coffee in a shipping period 
and, if it does not come in, he is out of contract. 

I have seen that h: appen in some cases in Central America. 

Mr. Mariiiarp. Mr. Bransten, getting back to this question of your 
relationship with the Brazil Conference being superior and the treat- 
ment you receive being better, I gather that, even though there is no 
competition in any of ‘these conferences, you ‘attribute that to the fact 
that, without the dual rate, competition is a much more immediate pos- 
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Mr. BranstTen. I would say so; yes, sir. I think that it is evident 
that on a dual rate agreement in which there is what I might almost 
say no quid pro quo, in which we can make no contingencies, in which 
we can make no demands, that we obviously cannot expect these things 
that we wish. We are asked by the steamship conferences and the 
steamship lines to make a commitment, a very binding commitment, 
and they in turn promise to do, as far as I know, hardly anything. 

Mr. Mariurarp. They promise to do their best ? 

Mr. Bransten. That is right. They do not promise to do any- 
thing. ‘They do not commit themselves to do anything. 

I say that this is not an agreement at all. This is no agreement. 

May I just digress for one second ? 

In ordinary, “everyday language, in layman’s language, nonlegal 
language, what has really annoyed us more than anything ‘else is the 
simple “idea of having a piece of paper which is supposed to be a 
contract put in front ‘of us and we are told to sign it or else. 

Mr. Maruuiarp. Or else no transportation or else you have to pay 
an excessive rate ? 

Mr. Bransten. And I might say also that as far as I know, with 
the exception of one time when our company just in defiance, you 
might say, refused for a very short period of time to sign the con- 
ference contract and we had one shipment come in at the higher rate, 
that there is not a bag that I know of that has ever been moved at 
the noncontract rate. Therefore, the noncontract rate, in my opinion, 
is nothing but window dressing. It just stands there as a threat. I 
do not like it and I think it is almost un-American, not in the political 
sense but in the business sense of being contrary to the American 
system of free enterprise, to be threatened or coerced into doing any- 
thing. A contract should be a two-way street, agreeable to both 
parties, and therefore I say that this noncontract rate is window 
dressing and a club held over us. 

I would say further this. I want to make this statement further 
also: That if we, as a Pacific coast coffee industry on the Pacific 
coast had joined together and said, “We are not going to sign any 
conference contract at all,” and there had been none signed, “T wiil 
say positively that our rates today and even our service would be 
the same as if we had signed it. 

That further illustrates what I mean when I say that this noncon- 
tract rate is window dressing and the question then comes up, why 
did we not do this? The answer is that if we had done this obviously 
we in turn would have been in violation of some of the fundamental 
laws of our land, such as a conspiracy in restraint or violation of the 
monopoly laws of our country where people are not permitted to 
band together to conspire against anyone else but in turn the steam- 
ship companies have been permitted to do this very thing, to sit 
down together and conspire or demand a certain rate or certain 
conditions. 

Mr. Marurarp. I have no further questions. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. Did I understand you to say that the one time when 
you did not sign a contract, when you did ship you received the same 
lower rate? 

Mr. Bransten. No, sir. We paid the higher rate. 

Mr. Casey. You paid the higher rate? 
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Mr. Bransten. Yes, sir; and that rate, I would say, is completely 
prohibitive. We could not exist. We could not live paying such a 
rate. 

Mr. Casey. We had testimony here the other day by the Volks- 
wagen representative that if he had been permitted to do so, he could 
have shipped cars into the gulf ports and moved them out and come 
out ahead. In other words, if he shipped into the gulf ports and used 
surface transportation to Seattle, I believe it was, that he could still 
come out ahead. His overall freight charges would be less. 

Would that be true in your instance with this differential ? 

Mr. Bransten. No, sir. Ido not think so. The overland freight 
rate for surface transportation from New Orleans. 

Mr. Casey. I had Houston in mind. 

Mr. Bransten. I made a very bad slip there, sir. I am sorry. 

Houston, by the way, is a very important coffee port also but, even 
if we were to have coflee come in via Houston, which is closer than 
New Orleans, it would be prohibitive even though the rate to Houston 
from these coffee ports is lower than to San Francisco. However, 
there are points in our distribution area that can now be reached from 
Houston or, say, from some point in the Middle West to which 
roasters may bring coffee from New Orleans or Houston, making it 
possible for them to lay down finished coffee in points, say in Montana 
or eastern Washington, for less than we can do it where formerly 
we could do it for less because of this invisible line which is liable 
to move back and forth across the continent when our rates are unfair 
or higher than the rates to these other places. 

Mr. Casey. Why did you not file a formal complaint? You say 
that the rate would go on anyway on this formal complaint proposi- 
tion. It is going on without the formal complaint and I just won- 
dered why you did not file a formal complaint with the Maritime 
Board. 

Mr. Bransten. Mr. Casey, would you permit me to ask our counsel 
to answer that? That is a legal matter. I think I can answer it 
but our counsel, Mr. Townsend, can answer this question better. 

Mr. Townsend, will you answer this question ? 

Mr. Townsenp. Briefly, in addition to the expense of a proceeding 
and another proceeding when there is another change in the rate, there 
is a very difficult legal problem involved here, and I think it was 
brought out in the testimony of, as I recall, Mr. Burley, the other 
day, where you do not have the same group of carriers serving in all 
instances both coastal areas; in other words, generally speaking, to 
have a situation that is covered by the existing law of unjust dis- 
crimination or undue preference and prejudice, you must have the 
carriers operating to both coasts in a position where they control the 
rates. 

Now, you have that as a difficult legal situation from Colombia and 
Central America as well as the fact that you are involved in usually 
a 2-year proposition and they just cannot afford to go through it every 
time it comes up. You have a serious legal problem. That is why 
we have suggested that amendment to the Shipping Act of a require- 
ment that rates be reasonably related to the various coastal areas 
where you get away from that technical difficulty under unjust dis- 
crimination and undue prejudice, because of the difference in carriers 
and conferences. 
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Mr. Casey. Did you file an informal complaint on this? 

Mr. Bransten. I do not know whether we filed either formal 
or informal complaints, but we have written to the Maritime Board 
many times stating our complaints. 

Mr. Casey. This proposition of the fact that you have the dual 
rate does not create this situation of not having staggered sailings, 
does it? In other words, if you had no conference at all they would 
all be trooping in there, one after the other, to get the business, would 
they not? 

Mr. Bransren. The only answer I can give is that it certainly does 
not improve it and, although there is no clause in the conference 
agreement guaranteeing either regular or irregular or staggered sail- 
ings, their propaganda is that they do give regular sailings and we 
have no way of demanding or enforcing regular sailings under the 
conference contract. 

Mr. Casey. Is there any clause in the contract in which any of the 
importers guarantee to ship a certain amount on their lines? 

Mr. Bransten. The clause in the contract is that we have to guar- 
antee to ship everything on their lines. 

Mr. Casry. But there is no minimum or maximum amount ? 

Mr. Branstren. No, sir; there is not. 

Mr. Casey. You complain about them canceling sailings. Has 
there been any cancellation of shipments when they thought they were 
going to pick up some? Do the importers ever cancel the shipments 
when they anticipated they were going to pick up some? 

Mr. Bransren. As I understand it, sir, if an importer makes a 
firm booking on a vessel, he cannot cancel it. 

Mr. Cassy. He cannot cancel ? 

Mr. Bransren. I do not think so. That is a different agreement. 

Mr. Casry. How about your firm booking where the liner agrees 
to saud it up on a certain date. Does your booking have a particular 
pickup date? 

Mr. Bransten. I think it says within certain dates. That is a 
different agreement. It is not our conference contract. 

Mr. Casey. I know that, but you are complaining about them fail- 
ing to come in on time and pick it up and, of course, that all figures 
in, does it not? In other words, if the market begins to change or 
something and an importer thinks it is going up, he might cancel and 
want to ship a little later when the market gets better, might he not? 

Mr. Bransten. I am not sure, sir, that he can cancel a firm booking. 

Mr. Casry. If he did, he would be subject to a lawsuit possibly for 
failure to make his commitment ? 

Mr. Bransten. I imagine so. 

Mr. Casry. How about on the other side? If they could not come 
in on time, are they subject to court action for failure to pick up the 
goods as contracted for in the booking ? 

Mr. Bransten. Not that I know of. 

Mr. Casey. You are just not familiar with it? 

Mr. Bransten. I am not familiar. That isa different booking. It 
says nothing about that under the terms of our contract. 

Mr. Casey. I understand that, but you are making complaints which 
involve that very contract. 
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You made a recommendation here on No. 2, Filing of Rates in 
Advance: 

We believe that the Shipping Act should also be amended to require every com- 
mon carrier by water in foreign commerce to file its rates with the Board at 
least 30 days in advance, subject to the right of the Board to permit less than 
30 days’ notice for good cause. 

Do you think that should be in every instance including rate reduc- 
tions? 

Mr. Bransten. I do,sir. Yes, sir. 

Mr. Casey. Do you not think that if someone knew he was going 
to get a rate reduction 30 days in advance, he would hold back as long 
as he could, trying to take advantage of that and these ships would be 
loading out of there empty unless they were just compelled to ship? 

Mr. Bransten. I think many of them would be compelled to ship. 
The movement of coffee is so important that there is no length of time 
that shipments can be completely withheld. 

Mr. Casry. But you say just 1 cent difference means a lot and I 
would think that if somebody knew they were going to get a rate 
reduction of a few cents on that bag of coffee, I might be drinking 
tea for breakfast for 30 days. 

I, too, want to commend you on your statement and will be thinking 
up some good questions for you in Washington. 

Mr. Branstren. Thank you, Mr. Casey. I will be ready. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. Mr. Bransten, I would like to further identify your 
association. I believe you state that you are composed of 79 firms? 

Mr. Bransten. Yes, sir. 

Mr. Jonnson. And you have set forth here that dollarwise your 
total coffee industry is some $192 million. What percentage would 
you say that your association reflects in that total value of dollars? 
What I am trying to get at is just how large your association is. 

Mr. Bransten. I do not know the exact amount, but I think our 
association comprises close to 95 percent of the total business in the 
coffee industry of the Pacific coast. 

Mr. Jounson. In dealing with conferences, who appears from your 
association as signatory to the various contracts? 

Mr. Bransten. Each individual member, not the association. 

Mr. Jonnson. Is there a similar association on the Atlantic coast? 

Mr. Bransten. Yes, sir; there is. 

Mr. Jonson. Do the two associations coordinate their programs? 

Mr. Bransten. No, sir; they do not. We have occasional ex- 
changes but we have different interests. 

Mr. Jonnsron. On pages 21 and 22, you state definitely that you 
are opposed to the dual rate, but I gather from your testimony that, 
as far as conferences standing alone, you do not object? 

Mr. Bransten. No; we do not. 

Mr. Jounson. You only object tothe dual rate? 

Mr. Bransten. We are in favor of conferences and I might add 
further that we are also in favor of the stability of rates and we be- 
lieve that that can be achieved without the dual-rate system. 

Mr. Jounson. I was rather impressed, on page 22, where you state 
that: “A few simple amendments to the Shipping Act will eliminate 
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the possibility of rate wars,” et cetera. I am afraid that we have had 
difficulty in agreeing that they are just simple amendments. 

Mr. Bransten. Sir, I recognize that your work certainly is not 
simple and I recognize that it is a very complicated problem. We 
want to doeverything we can to assist and help. 

Mr. Jounson. The suggestions you outline, other than the filing of 
rates, which has been referred to, deal with the rates themselves, and 
to follow those suggestions your association would be putting the 
maritime in a position of actually making rates, would they not? 

Mr. Bransten. No, sir. I beg to differ. We are not suggesting 
that the Maritime Board be made a ratemaking body. 

Mr. Jounson. How would you accomplish, then, suggestions 1 and 
3 on page 22 if they did not assume that authority ? 

Mr. Bransren. My interpretation of our suggestions, sir, is that 
we wish the U.S. Government or the Board to have the power to 
suspend rates which are detrimental to the commerce of the United 
States, but I think that there is a distinction between that and ac- 
tually setting rates. 

Mr. Jounson. But indirectly, though, sir, does it not more or less 
follow to say that, if they suspend rates and consider the rate not 
appropriate, that they are forcing a proper rate ultimately and, as 
such, they are making a rate? 

Mr. Bransten. I see your point, sir. 

Mr. Jounson. We want you to help us because there have been 
other suggestions along your line. 

Mr. Bransten. May I ask our counsel to answer this question for 
you? 

" Mr. Jounson. We would be happy to have him answer. 

Mr. Townsenp. Mr. Johnson, I would regard that as quite a dif- 
ference there between what we are proposing and the actual setting 
of the level of the rates. When you come to our suggestion in the 
second portion, in the event that the dual rate system were author- 
ized, there we say that the Board should have the power to set the 
level of any rates covered by a dual rate agreement just as to those 
conferences, but I think it is a different situation where you simply 
give the Board power to do two things, first, to prohibit any rate that 
is so low that it is detrimental to commerce and that, to me, would 
mean that it is not based on transportation conditions but is a rate 
based on other factors that the Board would consider would lead to a 
rate war; and I think that the power to reject that rate leaves them 
free anywhere i in any other zone, and I think that is vastly different 
from setting the level of the rates. 

Now, the power of suspension that we suggest merely means that, 
if there is a rate that appears prima facie to be so low that it is detri- 
mental to the commerce of the United States or unjustly discrimina- 
tory, the Board has power to suspend that and not allow it to go into 
effect pending a full determination of it. 

Those two, tied together, I do not think constitute setting the level 
of the rate. 

There is a big zone available to them. This is just an element. 

Mr. Jounson. Following your thought, it would not be taking an 
extra time element. When they had, to, of course, ascertain whether 
or not a rate was detrimental to the commerce, would there not be 
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possibly rather a long determination and we would, of course, be in 
the same position in which we are now where the Maritime is not 
acting as quickly as perhaps some of you would like? 

Mr. Townsenp. I think you will find that this provision that we 
are suggesting about suspension is a common provision with respect 
to regulatory agencies. There is usually in the statute a time limit 
in the suspension and they are handled under expedited procedure. 
Frequently it is 180 days. 

If the Board has not decided in 180 days, the rate goes into effect. 

Mr. Jounson. I follow you under No. 3, but I allude more to para- 
graph 1 there, where— 
no common carrier by water * * * shall charge any rate which is so low that 
it is detrimental to the commerce * * * 

That is the one on which I would like further thought as to the time 
element in determining and the mechanics of determining, whether 
or not, as a practical approach, that is good or bad. 

Mr. Townsenp. I would say that if the Board thought that it ap- 
peared to be so low as to be detrimental, it would suspend it. 

Mr. Jounson. Would you give the parties participating an appeal 
from that Board ? 

Mr. Townsenp. It would be just like any other proceeding before 
the Board. I think you would be required to give them their legal 
rights but if the Board determines some rate matter, it is very difficult 
to take that into court because it is based on foundation of fact, and 
the court cannot reconsider the findings of fact if there is evidence 
to support it. 

Mr. Jounson. I want to say that we do look forward to having a 
chance to discuss this more with you in Washington. 

Mr. Bransten. Thank you, Mr. Johnson. 

Mr. Miturr. I would like to express my appreciation for the work 
you have done in putting together this statement. I think it is quite 
comprehensive and it is provocative. It demonstrates a lot of thought 
and study. 

Mr. Bransten. Thank you, Mr. Miller. 

Mr. Miter. I would like to verify in my own mind something that 
was said. 

In these conferences with which you deal, do I understand that in 
each of them there is only one American flag line? I notice that 
Grace Line is the only one in the one attached to your statement. 

Mr. Bransten. I believe that is correct, sir, in the Aswesco Con- 
ference. 

No, [am not sure. 

Mr. Miter. Grace is the only one in the Camexco. 

Mr. Bransren. I can only answer you, Mr. Miller, that the prin- 
cipal American line is the Grace Line. Ninety-nine percent of the 
cargo carried by American line vessels in the west coast of Colombia 
is in the Association of West Coast Steamship Lines. 

We can supply that. 

Mr. Mitier. Am I right in my assumption that in the coffee trade 
at the present time you are pretty much at the mercy of foreign flag 
rather than American-flag lines ? 

Mr. Bransten. In the Central American and Colombian trades, that 
iscorrect, sir. Yes. 
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Mr. Miuirer. And that entering this trade now is another group 
of foreign ships coming from the Orient the Japanese ships, of which 
you spoke ? 

Mr. Bransten. In the Brazil service. 

Mr. Mituer. They are not here yet but they are coming into the 
Brazil service? 

Mr. Bransten. That is correct. 

Mr. Mitier. We all have some overriding interests in South Amer- 
ica. One of them is the stability of South and Central America and 
I speak of that as Latin America, where coffee is a product on which 
they rise and fall and anything that disrupts the orderly flow of 
coffee is reflected politically quite frequently in the attitude of these 
people, is it not? 

Mr. Bransten. Very, very much, sir. Can I just say something 
along those lines? 

Mr. Mitter. Yes, sir. 

Mr. Bransten. I would like to make this statement. 

It has been frequently said and you have heard many times, I am 
sure, in all these meetings that you have conducted all over the country 
very painstakingly, as I know because I have been reading them, how 
important the foreign commerce of the United States is to the sta- 
bility of our country and how particularly important the American- 
flag vessel is—our merchant marine. I might say that the coffee in- 
dustry—all industry is important. Anybody that works and con- 
tributes to this country in any way is important, and the coffee indus- 
try is not one of the least of these because the coffee industry has 
fostered the most important connection that we have with Latin 
America; and certainly, without Latin America and without this life- 
line that we have with Brazil and Colombia, which is the line of coffee 
principally, we would be isolated indeed without the friendship of 
those countries, and also I might go further and say that without the 
coffee trade these important American-flag vessels would have very 
little to carry from Latin America; so that our industry is of great 
importance in our diplomatic relations that strengthen the stability 
of our country. 

Mr. Mitter. I am very happy to hear you say that. 

That is all, Mr. Chairman. 

Mr. Garmatz. Do you remember when you received the last reduc- 
tion in rates ? 

Mr. Bransten. No, sir. I do not remember when I received the 
last reduction in rates. I was a boy when that happened if it ever 
happened. 

Mr. Garmatz. Mr. Cowen ? 

Mr. Cowen. Your statement here this morning is the consensus of 
opinion of your association, is it not ? 

Mr. Bransren. It is absolutely, sir. I have come here prepared 
with a resolution which was made at a meeting that we had at our con- 
vention which supports our position completely, a resolution passed 
unanimously. 

Mr. Cowen. I would suggest, Mr. Chairman, that that might be 
inserted in the record. 

Mr. Bransten. I have it right here and I would ask that it be filed 
in the record. 
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Mr. GarMatz. Without objection, so ordered. 
(The resolution referred to follows :) 


At the annual meeting of the Pacific Coast. Coffee Association held at Del 
Monte Lodge, Pebble Beach, Calif., on Tuesday, May 19, 1959, the membership 
in attendance unanimously approved the adoption of the following resolution 
as presented to them by the chairman of the resolutions committee : 


RESOLUTION No. 4 


Whereas Congress is presently investigating the practices of steamship con- 
ferences and the dual rate system employed by many of such conferences, for the 
purpose of determining whether the dual rate system should be authorized or 
prohibited, and determining what amendments should be made to the Shipping 
Act, 1916, in order to control more effectively the activities of steamship con- 
ferences and to afford more adequate protection to the interests of shippers and 
receivers of cargo, and Congress has invited an expression of the views of 
interested groups of shippers and receivers ; and 

Whereas the dual rate system has accorded the steamship conferences a 
complete monopoly in the coffee trades to the Pacific coast in which that system 
is employed, and the control of such conferences has been exercised to the seri- 
ous detriment of the Pacific coast coffee industry by means of substantial and 
discriminatory rate increases far in excess of those to Atlantic coast and gulf 
ports, by the maintenance of irregular steamer service, and by other means: 
Now, therefore, be it, 

Resolved, That the Pacific Coast Coffee Association, in convention assembled, 
hereby declares that it is opposed to the dual rate exclusive patronage system 
and hereby supports the steamship committee of this association in its efforts 
in opposing such dual rate system and in endeavoring to have the Shipping Act, 
1916, amended in a manner which will more effectively protect the interest of 
the Pacific coast coffee industry, and this association endorses the action of 
the executive committee taken at its meeting on April 15, 1959, which ee 
eo representatives of this association and of its steamship committee to appea 
before all proper committees of Congress to express the views of this assoc iattots 
in this respect, and to prosecute them to the fullest possible extent. 

I hereby certify that the above-quoted resolution is a true copy of Resolution 
No. 4 as unanimously adopted by the membership of the Pacific Coast Coffee 
Association in meeting as held at Del Monte Lodge on May 19, 1959. 

MARGARET J. RAUCHLE, 
Secretary-Treasurer, Pacific Coast Coffee Association. 


Article III, section 5 of the bylaws of the Pacific Coast Coffee Association : 
“A quorum to transact business at any association meeting shall consist of 
25 of the membership in good standing, represented in person or by proxy.” 

Forty-nine members firms of the present 79 total membership of the PCCA 
were represented in person at the annual meeting held on Tuesday, May 19, 
at which time the above resolution was adopted. 

JUNE 9, 1959. 

Mr. Cowen. Sir, the coffee people who are not members of your 
association are faced with the same problem, are they not? 

Mr. Bransren. Yes,sir. They are. 

Mr. Cowen. I believe you told Mr. Mailliard that in the Brazil 
Conference, which does not use the dual rate system, there is no com- 
petition and also in the other three which do utilize the dual rate sys- 
teny that there is no competition at all within that area from inde- 
pendent lines? 

Mr. Bransren. That is correct, sir. 

Mr. Cowen. And you use the date 1946, and state that Mr. Morse 
gives that same starting period, showing the basic rates and how they 
have risen. 

At that time was there any independent competition ‘within the 
trade that you know of, sir? 

Mr. Bransten. In 1946? 
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Mr. Cowen. Yes, sir. 

Mr. Bransten. I do not recall, sir. Truthfully, I donot remember. 

Mr. Cowen. Do you know whether or not within either of the four 
conference areas there has been independent competition within the 
past 10, 12, or 15 years ¢ 

Mr. Bransten. I cannot answer. We have had this system of dual 
rates in the Central America and Colombian business going back at 
least that length of time and I do not recall if there has been any 
open or independent or free competition. 

I have heard of people wishing to enter into the trade. I have 
heard of steamship lines who w: anted to come into the business but 
who did not want to enter into the dual rate agreement, and they 
knew that if they did not, there would be little or no cargo for them. 

Mr. Cowan. Would not your association or people similarly sit- 
uated have welcomed independent competition ? 

Mr. Bransten. We might have, sir, and in retrospect maybe we 
should have, but we were a little afraid to depart from our usual 
procedure of signing these contracts. 

Mr. Cowen. I understood you to say, sir, that you or your people 
have talked to the conference people time and time again relative to 
this problem that is facing you. 

Have they never given you any encouragement or have they never 
tried to justify the position that they have taken in this matter? 

Mr. Bransten. Mr. Cowen, in justice and fairness to them, I think 
I would say that they have treated us in a very courteous and gentle- 
manly manner, and they have explained to us why they needed rate 
increases and made certain justifications for them and even given us 
breathing spells. 

I wish to be fair and say that they have given us notice but, on the 
other hand, I would also say that the meetings with them have been 
of a perfunctory nature in which you go through certain motions, 
wait a certain length of time and then you sign the contract. 

Mr. Cowen. Did the justifications which they were offering as evi- 
dence for this increase in rates make sense to the people on your side 
of the fence? 

Mr. Bransten. All I can say is that we had no way of knowing. 
There was never any independent or governmental examination of 
these rates. These rates were made by the steamship people and I 
notice that their testimony, if I can digress for just a moment, that 
again and again you have the phrase recurring, “We make these rates. 
We establish these rates. We determine these rates. We have decided 
upon these rates,” and this is the very thing that I think is wrong and 
incorrect because in the years that I have been in business I have never 
known of a justified system of which one side determines rates and 
establishes them and makes them and justifies them to themselves. 

Mr. Cowen. They justify their position on certain factors? 

Mr. BransTeNn. Yes, sir. 

Mr. Cowen. And your people, on the other side, justified your posi- 
tion on another set of factors ¢ 

Mr. Bransten. That is right. 

Mr. Cowen. And in ail probability neither side knew the factors 
upon which the other was basing its case, that is, to go into it 
thoroughly ? 
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Mr. BranstEN. Probably not, sir. Positively not, I would say. 

Mr. Cowen. It is your belief, then, that within this area served by 
the four conferences that there is absolute monopoly ? 

Mr. BranstEN. I would say so, sir, yes. I would say that with the 
exception that in the Brazil River Plate Conference, although there is 
no competition, there is always the danger or the threat or, put it this 
way, the restraint on these people engaged in that trade that if they 
made unjustifiable demands in rates or in service that they might be 
met with some competition. 

Mr. Cowen. Still and all, as of the present time, it is a monopoly 
as much as the three using the dual rate? 

Mr. Bransten. Yes, sir, it is. 

Mr. Cowen. But the threat of open competition possibly leaves 
them in a position of bargaining more so than the dual rate confer- 
ences ? 

Mr. BranstEeNn. I would think so, sir; yes. 

Mr. Cowen. That is all, Mr. Chairman. 

Mr. Bransten. Thank you, Mr. Cowen. 

Mr. Garmatz. Thank you very much. 

Mr. Bransten. May I thank the subcommittee for the opportunity 
of presenting our case. Thank you for listening, and I want to 
assure you that we stand ready to assist and help or do anything we 
can for the committee. 

Mr. Garmatz. Thank you very much. 

Mr. Bransten. Thank you, Mr. Garmatz. 

Mr. Garmatz. The next witness is Mr. Connolly. 


STATEMENT OF C. S. CONNOLLY, ASSISTANT VICE PRESIDENT, 
TRAFFIC, CARNATION CO., LOS ANGELES, CALIF. 


Mr. Connotiy. My name is C. S. Connolly. My position is assist- 
ant vice president, traffic, Carnation Co. My office address is 5045 
Wilshire Boulevard, Los Angeles, Calif. 

Carnation Co, is a corporation engaged i in the business of processing 
whole milk into various milk products for the consuming public. In 
addition, the company manufactures food products. The company 
also engages in milling grain and manufacturing of various grain 
products, including animal and poultry food and cereal food prepara- 
tions prepared for human consumption. Also, some business is done 
in handling grain and sundry commodities usually associated with 
the grain and milling industry. 

My employment with the company started June 1, 1923, and has 
been directly connected with transportation and distribution activi- 
ties of the company. From June 1, 1923, until 1932, I was in San 
Trancisco and later, in Seattle until June 1940. I was closely asso- 
ciated with waterfront and shipping activities during this time. The 
following years, my association with these activities, while not as 
direct, has nevertheless been constant. In latter years, my capacity 
has been overall as part of my duties in charge of the traffic depart- 
ment of the company. I believe that based on my past experience, I 
am qualified to offer testimony to this committee. Specifically, I have 
had many direct contacts with individual steamship companies and 
also, with steamship conferences, particularly in latter years with 
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the Pacific Westbound Conference. This is due to the fact that much 
of our export business has been to the Far East, the territory served 
by steamship lines belonging to the Pacific Westbound Conference. 
1 will not elaborate on this detail. Should there be any questions 
regarding my experience and qualifications, I will try to answer any 
questions directed to that subject. san? 

Incidentally, I am an attorney at law, duly licensed to practice in 
the State of California. I have read the U.S. Supreme Court deci- 
sion entitled “Federal Maritime Board v. Isbrandtsen Company, Inc. 
et al. (356 U.S. 481).” I understand the information obtained in these 
hearings will enable the committee to decide what change, if any, 
should be made in the amendment of August 12, 1958, now a part of 
the United States Code, chapter 23, Shipping, section 812. This 
amendment specifically legalizes dual-rate contracts that were in effect 
on May 19, 1958. This amendment expires on June 380, 1960. 

As a specific example of shipping under the conference method, I 
can review, briefly, our operations to the Philippines particularly. 
We have been, for many years, shipping evaporated milk. The main 
competition we encounter in the Philippines is from producers in 
Holland. To a lesser degree, there is some other foreign competition. 
Through the years I have appeared, there were other milk shippers 
appearing also, before the Pacific Westbound Conference. We were 
treated fairly with respect to the rates because we offered tonnage 
figures showing the shipments of the American shippers and also the 
figures we were able to obtain through governmental sources and other 
recognized sources, showing what the foreign shippers were doing in 
the Philippine market. Several times, when we demonstrated clearly 
that we would undoubtedly, to the best of our knowledge and belief, 
be forced to a great extent out of the Philippine market if our freight 
rates were raised, the conference did not raise our rates, although this 
was ata time of general freight rate increases. 

We clearly showed the conference members that pricewise we could 
not compete with foreign competition in the Philippines. We also 
showed that the difference between our domestic price and our price 
laid down in the Philippines was considerably less than the freight 
rate we had to pay to get the milk from port of exit to the Philippines. 
Also, our foreign packaging cost us more than our domestic pack- 
aging. 

I am merely trying to illustrate the point that if you have a just 
cause, ordinarily the conference will treat you fairly. 

It is only natural that every shipper wants to move his product at 
the lowest possible cost. This brings to mind the question which has 
been covered rather extensively so far: Is the shipper better off under 
open competition with no conference? I do not believe we could get 
adequate service if we had so-called wildcat operation. I have in 
mind that our traffic is merchandise and not bulk cargo or something 
that can wait around for ships. It is not something that can be 
shipped on tramp steamers. We need a specialized service because 
there is a customer demand for arrival dates. This is highly impor- 
tant to us because many of our customers in sending in a letter of 
credit, expressly state the approximate arrival date, and we have to 
comply or the letter of credit is no good. In short, what I am trying 
to say, based on what experience I have had in shipping, is that you 
pay for about what you get. You cannot expect to operate on the 
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other man’s loss. Taking our choice, I prefer conference service to 
the hazards of wildcat competition. ts 

Incidentally, I can cite an instance of nonconference competition. 
I prefer not to name the carrier or the exact circumstances unless this 
is essential. However, we had the choice of certain nonconference serv- 
ice via one line who was operating from the United States to a place 
not too far away. The rates were lower than conference rates. The 
conference lines did not have a dual-rate provision in their contract. 
We could never get cargo on his ships. I use the word “his” because 
we were dealing largely with one individual who seemed to be the 
mainstay of this corporation ; whether it was a partnership or corpora- 
tion I donot know. 

He had one or two. The sailing dates were never kept and then we 
found that he was like a great many truck operators; he was shopping 
around for the best paying cargo he could get. 

Usually, you do have protection with the conference lines because 
they are common carriers and hold themselves out to take any kind of 
freight except, of course, prohibited articles. So, you can be rather 
emphatic in insisting on the conference carrier taking your cargo in 
any quantity. And they usually do if you holler loud enough. 

Page 18 of the “Steamship Conference Study” states certain ques- 
tions asked by the Chairman of the Federal Maritime Board on mat- 
ters which future witnesses from the industry or shipper’s interest 
might wish to discuss. In part, they were—Should there be legislation 
requiring that conference rates be fair and reasonable? In my opinion, 
this is highly desirable. If the conferences are legalized and the 
dual-rate system legalized, certainly the going rate, the contract rate, 
the rate actually charged the shippers, should be fair and reasonable. 
Otherwise, the shipper has no protection in this respect. 

There was a question as to all exclusive patronage contracts being 
uniform. I think this question answers itself. They should be uni- 
form. 

Should the Board be given greater jurisdiction to regulate the prac- 
tices of individual carriers? I believe the Board has enough authority 
if they are given jurisdiction over the reasonableness of rates. 

Now I want to mention something that is important to my company. 
I have an appendix to my testimony which is captioned “Appendix 
A.” The appendix is self-explanatory. 

I presume, Mr. Chairman, that that appendix, which is attached 
to my statement, will be made a part of the record. 

I cal] attention to the statement in the Maritime Board’s report that 
the Far East Conference, insofar as the Pacific Westbound Conference 
is concerned, has no vote. I suppose that means no vote on anything 
that might transpire during the course of the duly constituted busi- 
ness of the Pacific Westbound Conference. 

Several times in the past, after appearing before the Pacific West- 
bound Conference, I learned, and I hope you will not ask me how I 
learned this, that the conference was disposed to act favorably on a 
rate proposal that had been put before it. However, the Far East 
Conference had objected to the rates that the Pacific Westbound Con- 
ference wanted to make effective. It so happened that, as a matter 
of fact, the Far East Conference was not interested in the particular 
rate involved except that the Far East Conference wanted to hold up 
the rates for some selfish reason of their own. The fact was that the 
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bulk of the evaporated milk tonnage was moving from the Pacific 
coast and a very minor portion moving from the Atlantic coast— 
that is, to the Philippines and the Far East. So there was no ques- 
tion of protecting anybody on the Atlantic coast. And there was no 

uestion of protecting the existing differential as between the rate 

rom the Pacific coast and the Atlantic coast or the gulf because there 
was no movement to speak of through the Atlantic coast or the gulf 
coast. The point is, there is no excuse whatsoever for this sort of tac- 
tics on the part of any conference. 

Therefore, I feel that if some legislation is enacted as a result of 
these hearings, that there should be a provision in the law to specifi- 
cally make it a penalty for any conference who does not have a vote 
in the activities of another and different conference to interfere in the 
deliberations of the other conference or to interfere with the pub- 
lication of rates which the other conference has decided to be proper. 

I admit on the basis of the decision in appendix A, we could have 
filed a formal complaint with the Federal Maritime Board, but this 
takes a lot of time and the business would be lost to us by the time 
we got our rates adjusted. At best, these formal proceedings are 
lengthy. So much for conferences. 

If there is any doubt about my testimony, I will be pleased to try 
to answer any questions. 

As to the dual-rate system, I reread the contract with the Pacific 
Westbound Conference before coming up here. I know what it said 
about liquidated damages and that same are not a penalty, and that 
the shipper who v iolates the contract must pay the difference between 
the contract rate and the noncontract rate. But the noncontract rate 
is a bugaboo. The noncontract rate is an exorbitant rate. It is not 
the going rate. It is merely in the contract to frighten the shipper or 
to deter him from shipping on nonconference carriers. The real 
point is, if the contract rate is proper and reasonable, no shipper has 
to worry about the noncontract rate. 

Let me leave the dual rate question by simply saying that the non- 
contract rate is nothing more than a stipulated amount of liquidated 
damages in the event the shipper violates the contract by shipping on 
a nonconference line. Perhaps the use of the term “dual rates” is 
highly improper. I emphasize again that no one pays the noncontract 
rate. ln my mind, it is nota rate at all. 

This is all I have. Gentlemen, I thank you for allowing me to 
appear here today. 

I do ask that the appendix may be made a part of my statement 
and be incorporated into the record, please. 

Mr. Garmatz. It will be incorporated. 

(Appendix A referred to follows :) 


APPENDIX A 
U.S. MARITIME COMMISSION REPORTS No. 645 
PACIFIC WESTBOUND CONFERENCE AGREEMENT 
(Agreement No. 7790 2 U.S.M.C. 775 (1946) ) 


Page 776 “Membership and Voting. Regular membership is limited to those 
lines whose services originate at Pacific coast ports of the United States or 
Canada. This type of membership carries all the privileges and responsibilities 
set forth in the agreement. Associate membership may be enjoyed by those lines 
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whose services originate at Atlantic or Gulf ports of the United States or At- 
lantiec ports of Canada, and whose calls at Pacific coast ports are incidental 
to or a continuation of their main services. Associate members are not en- 
titled to vote, do not pay an admission fee, are not required to put up a good 
performance bond, and pay no part of the conference expenses. On the other 
hand, they participate on an equal basis with regular members in contracts 
with about 1,300 Pacific coast shippers who receive lower rates in return for 
making all their shipments by conference vessels. Furthermore, they are kept 
advised of all conference proceedings and (page 777) receive all tariffs, con- 
ference circulars, and the minutes of the conference meetings. 

Respondents publish two tariffs, one for local traffic originating in Cali- 
fornia, Oregon, Washington, Arizona, Nevada, Utah, Idaho, Montana and Wy- 
oming, and from points in Canada west of the Saskatchewan/Manitoba boundary 
line, and the other for traffic originating east of those points, referred to through- 
out this report as overland traffic. Traffic moving from overland territory to 
the Pacific coast on local bills of lading is considered local traffic even though 
it is eventually shipped out on respondents’ vessels. 

The regular members compete with Atlantic-Gulf carriers on cargo at such 
interior points as Chicago, Ill., and destined to common oriental markets. Most 
of the latter carriers belong to the Far East Conference. In order for the 
Pacific coast lines to obtain any of this common-territory traffic the rates 
usually must not exceed 75 percent of those maintained by the Atlantic-Gulf 
lines. Originally, the Atlantic-Gulf vessels called at Los Angeles primarily for 
bunkers for the transpacific voyage, but later they began loading unfilled space 
at Los Angeles and San Francisco. The cargo so loaded is only a small per- 
centage of the vessel capacity, and the practice is known as “topping off.” The 
total volume of Pacific coast cargo carried by the Atlantic-Gulf lines is small 
compared with the amount transported by the lines whose services originate 
on the Pacifie coast.” [Emphasis supplied.] 

Mr. Garmatz. Mr. Downing. 

Mr. Down1ne. As I understand you are for the conference system 
and the dual rate system ? 

Mr. Connotiy. Subject to what I said in my statement, yes, sir. 

Mr. Downina. Subject to the suggestions ? 

Mr. Connouuy. Yes, sir. 

Mr. Downtnea. Thank you. 

That isall, Mr. Chairman. 

Mr. Garmarz. Mr. Casey. 

Mr. Casey. Your main condition on approving the conference sys- 
tem and dual rate system is on the Maritime Board having jurisdiction 
over the reasonableness of rates? 

Mr. Connotuy. Correct, sir. 

Mr. Casey. That is your main concern? 

Mr. Connouiy. Correct, sir. 

Mr. Casey. Do you have any idea as to the extent of the power the 
Board should have? In oar words, should it be just a review power, 
or should they set the rates absolutely, or what ? 

Mr. Connotiy. They would not set the rates absolutely. I have in 
mind section 1 of the Interstate Commerce Act, not that it should be 
patterned exactly after that but, in the second part of the act per- 
taining to motor carriers, you do have certain provisions there. 

I would say that you would write a new section into the shipping act 
which would deal with the reasonableness of rates. It would state 
that all rates should be just and reasonable and words to that effect, 
and then have a suspension power. 

If I thought as a shipper that rates were too high, although I could 
very well go wrong because every shipper thinks his rates are too 
high, you know, I would then ask the Board to suspend the rate. If 
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the Board agreed with me, that is if you change the law, then the 
matter would be set down for a hearing on the reasonableness. 

We, as shippers, would have to prove by competent evidence. We 
would try to show that the rate was unreasonable and the carriers 
would try to show that it was reasonable. 

As to the suspension periods, you will see in the Interstate Commerce 
rules of practice that there is a reasonable limitation as to how long 
ne suspension can stay open, so there would not be any great harm 

one. 

Mr. Casey. You are talking about an increase ? 

Mr. Connotiy. A reductiontoo. A rate might be unreasonably low, 
Say that they reduced a certain rate I was interested in. Maybe I was 
not shipping on it. 

Mr. Casey. If they are charging you a certain rate and you think it is 
too high, you talk to the conference and they say they will not reduce it, 
there would be no suspension there, would there? ‘There is nothing 
to suspend. You have just an argument whether your request for 
reduction is in line and reasonable or not, do you not ? 

Mr. Connouxy. I hope I understand you. 

What I have in mind is that you should have the power to ask for 
suspension of a reduced rate as well as an increased rate. I have 
in mind a barge movement down the Ohio River. 

Mr. Casey. Mr. Connolly 

Mr. Conno.ty. Just a minute, Congressman, I want to explain my- ° 
self. 

The bargelines came in, and, because the rails reduced their rate, 
they suspended it. 

Mr. Casey. Now, may I restate my question ? 

Mr. Connotiy. Yes, and I will try to understand it. 

Mr. Casey. Listen closely. 

Mr. Conno tty. I will. 

Mr. Casey. The Conference does nothing with the rate whatsoever. 
They are neither reducing it nor raising it. 

You wanta reduction. There is nothing to suspend. 

Mr. Connotty. I do not use suspension there. If you will change 
the law and put in a provision on the reasonableness, I will go before 
the Maritime Board and state my case, and in that case, as I under- 
stand it, there is a reduction involved. If I feel it is unreasonably low 
or too high, I allege in my complaint that the rate is unreasonably 
high, that it should be reduced, and maybe I say it is $28 a ton now and 
in my complaint I say the reasonable rate ought to be $25 a ton, so that 
I would have that complaint right. 

I am sorry that I got a little confused on suspension, but I under- 
stand exactly now what you have in mind. 

I am sorry. 

Mr. Casey. My next step is this. Then the Board would have the 
right to actually fix a rate. In your opinion that is what the Board 
should have? 

Mr. Connotiy. Yes, just the same as under section 1 with rail rates 
of the Interstate Commerce Commission if a complaint is filed. 

Mr. Casey. Some of the shippers have expressed the opinion to us 
that they do not want the Board to have the absolute ratemaking power 
in that instance. They think that it should be left more to business 
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itself, the shipper and the carriers to work out these agreements saying 
that they do not want to get into more governmental control. 

You are not afraid of this governmental control to that extent ? 

Mr. Conno.zy. No, not at all. I have not had any sad experiences 
with the Interstate Commerce Commission at all. 

Mr. Casey. In other words, you would like to see something pat- 
terned after the Interstate Commerce Commission to review these rates 
and set them if necessary ? 

Mr. Connouiy. Yes, only to set them if necessary. 

In that case, I stated if the Board felt that that $28 rate was too high 
and it was proven that it was too high, I think they should have the 
right to declare the complaint justified and order in as a reasonable 
rate for the future the rate of $25 per ton. 

Mr. Casey. Do you think that would bring about an awful lot of 
hearings on the part of the Maritime Board to determine these rates, 
to actually set them? They would eventually be setting the rate on 
practically every item, in my opinion. 

Mr. Connouiy. It might. I would only be guessing. 

As far as I am concerned, from my own business, I do not know of 
more than one instance where the complaint might occur and that 
does not affect the Pacific Westbound Conference. It might. 

Mr. Casey. If they are going to be setting them, would it not save 
a lot of time if the Board just actually set the rates and said, “That is 
it.”? 

Mr. Connotuy. No,sir. I donot want that and I will tell you why I 
do not want it. Right here in the good old State of California we have 
a public utilities commission and they have a power over rates that is 
absolute under what we call the minimum-rate law here. They are 
investigating everything and anything. They have all kinds of sec- 
tions, rate sections, transportation sections, and everything else. Then 
they kick about high taxes in California. ‘They do not have to do these 
things. We get along with the rail carriers in every State of the 
Union and the trucks, too, except here in California. You do not need 
all of that. 

Mr. Casey. Where are we going to draw that line, Mr. Connolly ? 

Mr. Connoi.y. I would draw the line, I would pattern it after the 
Interstate Commerce Act. If there are too many complaints before 
the Interstate Commerce Commission now to adjust rates, then I am 
probably wrong but I cannot imagine in the extent of our offshore busi- 
ness that there would be nearly as many complaints before the Mari- 
time Board on the reasonableness of rates as before the Interstate Com- 
merce Commission. 

Mr. Matii1arp. Would the gentleman yield? 

Mr. Casey. Yes. 

Mr. Mariurarp. If we have the procedure you suggest, what do we 
do if the country on the other side of the line sets up different proce- 
dure and decides that rate ought to be different than the one we set? 

Mr. Conno ty. I realize that. 

Mr. Maiiurarp. How are we going to fix rates without inviting re- 
taliation and have the other country fix rates which might be different ? 

Mr. Connotiy. I know you are familiar with this. Let us take the 
Pacific Westbound Conference. 

Mr. Maitxiarp. Answer my question first, will you, please? 
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Mr. Connotiy. Let me have the question read. 

Mr. Maruiarp. Let me restate the question. 

What would we do if we adopted your suggestion and the Federal 
Maritime Board establishes a rate for a commodity in a given trade, let 
us say the trade to Japan, and the Japanese Government does the same 
thing and fixes a different rate. What do we do? 

Mr. Connotiy. Then your whole conference system would fall 
apart. 

Mr. Matriuiarp. That is exactly the point. 

Mr. Connotiy. But I am assuming that, since the Pacific West- 
bound Conference establishes the rates today for all its member lines, 
that if the Federal Maritime Board simply said that a $28 rate was too 
high and the record really justified it and they brought it down to $25, 
those member lines, including the Japanese, if they were in good faith, 
it seems to me, would observe that $25 rate. If they did not the Con- 
ference would fall to pieces. 

Mr. Marturarp. But you have not gotten to my question. 

Suppose the Japanese Government establishes an identical practice? 

Mr. Connotiy. That is obvious, Mr. Mailliard. You could not 
do a thing. 

Mr. Martirarp. What would be the practicality of it? You appeal 
to the Maritime Board and get a rate established. The Japanese 
carrier that is a member of the conference appeals to the Japanese 
Maritime Board and gets another answer. Then what could we do, 
go to war? 

Mr. Connotiy. No. Iam trying to make myself plain here. If you 
have regulatory power, you have these Boards. You have the Federal 
Aviation Agency. 

Mr. MariurArp. That is entirely domestic, sir. 

Mr. Connotty. I realize that. 

Mr. Maruurarp. Wait a minute. Would you slow up just a minute? 

We have jurisdiction there clearly. It isdomestic. Weare dealing 
here with an international situation; is that correct ? 

Mr. Conno.ty. Yes, sir. 

Mr. Mariurarp. Can we assume jurisdiction on one end of the line 
and deny the right of another sovereign nation to assume jurisdiction 
on the other end of the line? 

Mr. Connotiy. No, you cannot. I do not want to be impertinent 
but I would like to ask you a question. Why the purpose of these 
hearings, then? Are you not trying to change the law so it will be 
constructive and helpful ? 

Mr. Mariu1arp. If you do not mind my saying so, you are not here 
to ask me questions. 

Mr. Connotiy. I know that. I beg your pardon. I am not trying 
to argue with a Congressman. Do not get me wrong. 

Mr. MarturArp. You made your statement and invited questions. 

Mr. Connotty. I like questions. I am trying to answer them. 

Mr. Marutarp. I am trying to get an answer to this question. 

You certainly were trying to be constructive but we do not want to 
enact a law which would invite retaliation by other sovereign nations 
where we might get into an international argument. In other words, 
I am suggesting that your proposal is impractical and I would like 
to know how you would work it out. 
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Mr. Connotiy. If my proposal is impractical, then we leave the 
Jaw as is, because you have nothing on reasonableness of rates in the 
act today so we have to leave it as it is, as I see it. I think we are 
helpless. Ireally do,then. Let me gothis far. 

Mr. Mauuiarp. I am sorry, sir. I have no more questions. 

Mr. Connotty. I want to say this. 

Mr. Marurarp. Mr. Chairman, could we have some order here? 
I think this witness is being very difficult. 

Mr. Conno.tiy. OK. 

Mr. Garmatz. Mr. Casey. 

Mr. Conno.iy. First, Mr. Chairman, I apologize. 

Mr. Mailliard feels there is an apology due, he has my humble 
apology. I was merely trying to express myself. 

Mr. Maiu1arp. We are trying to carry on the business here. 

Mr. Garmatz. Everything is forgiven. 

Mr. Casey ? 

Mr. Casey. I have no further questions. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. In your prepared statement on page 3, you state 
that customers frequently in sending letters of credit expressly state 
the arrival date. I would like to ask whether or not you have had 
occasions where the customers specified particular steamship lines on 
which your product is to be shipped ? 

Mr. Connotiy. Yes, sir. 

Mr. Jounson. Is that request both as to conference and nonconfer- 
ence lines ? 

Mr. Conno.iy. No, they do not request any nonconference lines be- 
cause there are none that I know of in this trade. 

Mr. Jounson. Actually, in your business, is it frequent or is it most 
ae that a customer will specify a particular line in the confer- 
ence 

Mr. Connotty. I would say about a third of the customers specify 
and two-thirds do not. 

Mr. Jounson. As much as one-third specify in your business? 

Mr. Connotiy. Yes, sir. That is a pretty good guess. I have 
never counted. 

Mr. Jounson. I have no further questions. 

Mr. Garmatz. Mr. Miller. 

Mr. Miter. I have no questions, but the gentleman made a volun- 
tary statement a minute ago that I would like to presume to comment 
on for just a second. 

You complained about the great bureaucracy in the California 
Public Utilities Commission. 

Mr. Connotiy. That is my opinion. 

Mr. Miuier. And you have never heard any complaint about the 
shipper or carrier that brought this about ? 

Mr. Connotiy. That is my opinion. 

Mr. Mitter. Who is the California Public Utilities Commission set 
up to protect, the shipper and the carrier or the general public? 

Mr. Connotiy. All of them. : 

Mr. Mitter. Whom is it set up to protect ? 

Mr. Connotxy. It is set up to protect the public interest. 

Mr. Murr. The public interest. That is right. 
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May I say to you, if you do not know it, that as far as I am con- 
cerned, the complaint that I get about regulatory bodies from the 
general public, the little guy who is being protected, is that there is 
not enough bureaucracy and we are not ‘spending enough money in 
that direction, and, as a shipper or user of some of these things, it is 
time that you perhaps take some cognizance of that. 

Mr. Conno.iy. No, sir; I do not think so, I have been in this for a 
long time. 

Mr. Miter. I do not care how long you have been in it. 

Mr. Connotiy. I have observed things closely and I want to be 
respectful to you, sir, and I say that very often what you call the 
little shipper 

Mr. Mitter. I did not say anything about the little shipper. I am 
talking about the general — I said that the general public sends 
me the complaints that I get. 

Mr. Connotiy. Very often they are not informed on certain 
matters. 

Mr. Mirter. I know that that is generally the good expression. 

Mr. Connotziy. That is right. 

Mr. Miruer. I have no questions. 

Mr. Garmatz. Let us keep this to the dual rate question. 

Mr. Miter. I did not want to let this get by. It is in the record. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have no questions, sir. 

Mr. Garmarz. Mr. Zincke. 

Mr. Zincxe. Mr. Connolly, you ship evaporated milk only to the 
Philippines? 

Mr. Conno.iy. No, sir. We ship to other countries. 

Mr. Zincke. Do you ship any powdered milk to the Philippines? 

Mr. Connotiy. We do not directly but one of our affiliates does. 

Mr. Zincxe. Is it an appreciable quantity? In relation to the 
amount of milk consumed by the Philippines, are your shipments 
an apprec iable part of that consumption ? 

Mr. Connotiy. No, I would not say so. We do not dominate by 
any means. 

Mr. Zincxe. Your plants are located on the Pacific coast ? 

Mr. Connotiy. They are located all over the United States. 

Mr. Zincxe. Your shipments to the Philippines are from your 
Pacific coast plants? 

Mr. Connoiy. No, sir; not particularly. 

Mr. Zincke. Have you had any experience in the relationship be- 
tween the overland rate and the ‘other rate? 

Mr. Conno.iy. Yes, sir. 

Mr. Zincke. Have you any comment to make with respect to the 
difference in those rates? 

Mr. Connotiy. Well, I am satisfied with it. 

Mr. Zincxke. That is all I have, Mr. Chairman. 

Mr. Garmarz. Thank you very much, Mr. Connolly. 

We have a statement here of Mr. Robb, export sales manager for 
the Sunkist Growers, who will not be able to be here. 

With no objection, we will insert the statement in the record at this 
point. 
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(The statement referred to follows:) 


SUNKIST GROWERS, 
Los Angeles, Calif., June 4, 1959. 

Hon. Hersert C. BONNER, 

Chairman, Commmittee on Merchant Marine and Fisheries and Special Sub- 
committee on Steamship Conferences, House of Representatives, Washing- 
ton, D.C. 

DeaR Mr. CHAIRMAN: My name is William A. Robb. I am addressing you 
on behalf of Sunkist Growers, Inc., of which I am manager of the export sales 
department. Sunkist Growers is a grower-owned nonprofit cooperative sales 
organization, marketing the citrus fruit production of approximately 10,000 
growers located in Californ'a and Arizona. 

Although against very strong and ever-increasing low-cost short-haul foreign 
citrus production, we have maintained exports varying 10 to 15 percent of our pro- 
duction, which comprises about 75 percent of the total citrus production in 
California and Arizona. In other words, our exports vary 5 to 10 million 
40-pound cartons annually according to crop volume and the vicissitudes of the 
export-marketing opportunity. 

Thus the citrus fruit industry is an important factor in overseas commerce 
and is very interested in the study by your Subcommittee on Steamship Con- 
ferences. As our citrus fruits are perishable and must be presented in the 
foreign markets in good condition, we must have the best possible ocean carry- 
ing facilities at workable rates of freight so our landed prices will be within 
range of the foreign-produced competition. 

We have had many years’ experience on the matter of ocean freight rates, 
both conference and nonconference. As our need is for the best possible ocean 
carrying facilities, refrigerated from the west coast and ventilated via east 
coast, and the need for frequent regularity of service and stability of rates, the 
great majority of our movement is by conference lines. 

We are in frequent negotiation with several conferences regarding rates, 
with experience on the whole satisfactory and workable. Unfortunately, there 
is considerable variance in the attitude of different conferences, some willing and 
anxious t&® work with the shippers and the industry for the benefit of the trade, 
while others lack progressive interest and appear to regard the shipper as a 
nuisance to be kissed off by such unintelligent replies as “our members cannot 
see their way clear, ete.” 

Nevertheless, we favor and support the conference dual-rate system because 
we need uniformity and stability of rates, and not wide variation of rates year 
to year according to the fortunes or misfortunes of the ocean shipping business, 
We need ships for the trade built with good fruit carrying facilities, for which 
we know the shipowner must receive profitable return for 20 years to pay off 
his investment. These things can only be accomplished and maintained by the 
conference contract dual-rate system of security and stability. 

As with most business, the citrus fruit export trade is highly competitive among 
the various shippers, but through the conference contract system competition 
concerning the rate of ocean freight is eliminated—the rate of freight being the 
same for the big and small shipper and the big and small buyer. The foreign 
buyers know exactly what their cost will be when calculating against the foreign 
competition. If we had rate-cutting competition between carriers, the foreign 
buyers would lack confidence and be fearful to place orders ahead. 

We have all just had to face up to a situation of this kind which is a prime 
example of instability and insecurity. All citrus shippers in California are 
signed to the North Atlantic Continental Freight Conference contract. How- 
ever, a few weeks ago we were advised from Europe that one of our competi- 
tors had booked 15,000 cartons of lemons to load at New York on a nonconference 
vessel at 0.45 per carton, against the conference contract rate of 0.65 per carton. 
We immediately wired the conference in New York requesting that they investi- 
gate and determine if there was a violation. 

Although we never heard the exact detail of the shipment, it is understood 
to have moved on an f.o.b./f.a.s. basis, which is specifically exempt from the 
contract. Naturally our buyers in Europe immediately ordered their shipments 
routed nonconference at the rate of 0.45 per carton with a neutral name appear- 
ing as shipper, the sales being in fact f.o.b. New York, which is common in 
this business. 
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Unfortunately, there was not enough nonconference space of suitable venti- 
lated specification in the right position and destined to the right ports to serve 
the business, so some shipments went conference at 0.65 and some nonconference 
at 0.45. Some of the conference men asked our opinion, which we could hardly 
advise as it was their unfortunate problem with no real solution under present 
circumstances, and we didn’t wish to press them down to the low rate of 0.45 
per carton. Within 10 days they met the rate of 0.45 per carton, while in our 
opinion the trade could have carried on at the contract rate of 0.64, which 
we considered a reasonable and workable figure. We have now heard of a non- 
conference rate being quoted at a 0.43 per carton—on a Polish vessel. 

As mentioned above, this is a prime and certainly up-to-date example of de- 
structive rate war which seriously affected the fruit trade because the differ- 
ence of $200 per carload of fruit was far more than the foreign buyer’s probable 
profit, but they had to fight it out for the inadequate nonconference space even 
though the service to Rotterdam took 2 weeks’ transit compared with fast 8-day 
conference vessels. 

This is a clear demonstration that a conference contract exempting f.o.b./f.a.s. 
sales is a worthless piece of paper, leading only to instability and insecurity for 
carriers, shippers, and buyers alike. There can be no security or confidence 
in a conference contract unless it specifically includes all of a contract shipper’s 
shipments regardless of the terms of sale, including that of supplier if he is at 
the same time signed to a conference contract of the trade route concerned. 

None of the above need indicate that we are not interested in the minimum 
workable rates of ocean freight, or that we don’t have big arguments with one 
or another conference upon occasion—but when dealing on a reasonable and 
sound basis we have usually come to terms fair enough for everyone concerned. 

We appreciate the limited supervisory part played by the Federal Maritime 
Board, and while there might be some advantage to more control by this highly 
respected governmental agency, we fear there would be greater disadvantages 
from the operating standpoint. We fear that by the time a rate was approved, 
probably through hearings, posted notices, etc., the particular fruit season would 
be finished and such rate would be useless. As it is, and as happens not in- 
frequently an emergency rate for a certain movement or to meet a particular 
situation is made effective immediately for a certain period, for the particular 
fruit season or whatever the case may be, even by telephone poll by the con- 
ference secretary in occasional instance. 

Apart from the conference fixture on rates, we have generally found no lack 
of competition among the member lines for the business. With no competition 
among conference lines as to rates of freight, the competitive efforts are directed 
to competing improved service and facilities, which is surely a constructive 
factor, and one not found where rates are open and elastic. In such cases, 
as recently experienced in New York, the rate was the important thing with 
suitable service and facilities secondary—economics left no other alternative. 

Of no minor importance in the question of stable and sound ocean freight rates 
is the matter of our own American-flag services. Without the conference system 
of fixing and protecting uniform ocean rates the American-owned and operated 
merchant marine would soon be driven from the seas due to higher cost based 
upon the American standards of cost, building, operating, repair, ete. No 
amount of U.S. Government subsidy could overcome competing open rates with 
foreign shipping. 

In conclusion, as far as we are concerned, we see no need for any major 
changes in the present and long-tested steamship conference dual-rate patronage 
system, except that it should be clarified and supported by law, and the 
f.o.b./f.a.s. loophole should be clarified and eliminated from conference contracts 
as described above. 

I appreciate the opportunity to express these views which I hope may prove 
helpful in this very important study by your c.»mmittee, and the subsequent 
legislation that is contemplated. 

Very sincerely, 
(Signed) W. A. Ross, Evport Sales Manager. 


Mr. Garmatz. Mr. Wolters. 
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STATEMENT OF LOUIE H. WOLTERS, TRANSPORTATION MANAGER, 
FOREMOST DAIRIES, INC. 


Mr. Wotrers. My name is Louie H. Wolters. I reside at 273 
Adams Street, Oakland, Calif. I am employed as transportation 
manager of Foremost Dairies, Inc. I have engaged in the transporta- 
tion business for the past 42 years, 36 of which have been with Fore- 
most Dairies and with companies which were merged with it. As 
transportation manager my duties, briefly, cover the supervision and 
handling of transportation matters for the account of the company in 
all its phases, including rail, water, highway, and air. 

Foremost Dairies, Inc., is a corporation engaged in the receiving 
and distribution of milk and its products, both nationally within the 
United States and in foreign commerce on a worldwide basis. In addi- 
tion to its processing and distribution plants in the United States, it 
has, through its subsidiaries, plants located in Japan, Korea, Guam, 
Thailand, Okinawa, Hong Kong, Bangkok, Turkey, Greece, and Spain. 
Additionally, Foremost causes to be shipped from Europe dairy prod- 
ucts to foreign destinations in Central and South America and the 
Far East. From the United States it makes shipments from the Pacific 
coast, Great Lakes, Atlantic, and gulf ports to destinations through- 
out the world. 

Products shipped by us can be divided into two classifications: The 
first is the shelf or consumer packaged goods, such as canned milk, 
butter, cheese, and other packaged dairy products. Shipments of this 
class of trade are on a continuous or repetitive basis and range in 
volume from a very few cases to several thousand cases per shipment. 
The second classification is dairy products shipped in bulk containers 
to processing plants or manufacturing plants for further processing 
into consumer items. The bulk of this business goes to our plants just 
described where these dairy products are converted to fresh milk, ice 
cream, buttermilk, and cottage cheese. The requirements in the for- 
eign destinations for these products preclude heavy inventory and con- 
sequently require a frequent replenishing or a continuous pipeline of 
supply. Essential to the distribution and transportation of these prod- 
ucts is a need for a dependable, frequent steamer service. 

It is for this reason that we are here today supporting the continua- 
tion of the existing conference and contract system governing rates in 
foreign trade. Whether the rate and contract control be through a 
dual-rate structure or through a rebate system, such as is used in 
Europe and other countries, is of minor concern. I believe those who 
have favored the existing system have thoroughly covered the reasons 
for support of this position ; however, at the risk of repetition, I would 
like to stress that we feel the more important benefits are: that it pro- 
vides a stability which enables us to quote forward sales prices with 
confidence, that it tends to stabilize industry in the foreign markets 
because the prices there become more responsive to supply and demand 
rather than to the variances of unstable freight rates. This is par- 
ticularly evident when it is considered that most of the world commerce 
in the type of trade we are engaged in is transported under a system 
of contract or conference control. Additionally, under a stable rate 
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situation, the carriers can develop “liner” type service which will pro- 
vide the regularity and frequency necessary in transporting the type 
of products just described. 

While we are in support of the contract system for ocean trans- 
portation, we do feel that there are several shortcomings with respect 
to the manner in which the conferences conduct their vediauak Ss 
with the shippers under these contracts; and as a result of this, the 
shipper does not receive the full protection that we believe he is entitled 
to under the contract system. 

The main or possibly the sole consideration to the shipper of his 
contracts with the conference is the rate to be charged. 

In arriving at or adjusting the rates to be charge we believe the 
conferences should provide a satisfactory procedure to give the 
shipper the assurance that his request for adjustments are fully 
considered. In this respect, some requests for adjustments have never 
reached the ratemaking members of the lines, and have been handled 
solely by the conference secretary. 

I believe the conferences should provide for regular rate committee 
meetings at stated intervals of not more than 60 days, consisting of 
representatives of the member lines of the conference. The time and 
place of these meetings should be available to the contract shippers 
so that they may be informed as to when consideration of their rate 
requests would be consummated. 

I believe the conference should be required to set up a procedure for 
consideration of rate adjustments which would require that all ad- 
justments should not be disposed of until they have been presented 
to and considered by the rate committees of the conference at a regular 
or special meeting at which the majority of the members of the con- 
ference rate committee were present or voted. 

I believe that rate considerations by a conference should be judged 
and passed upon based on the sole consideration of the effect on that 
conference’s service within its area of service and not contingent upon 
action of any other conference, that once a decision has been reached, 
the conference should immediately make the changes effective without 
awaiting action of other conferences. 

The conference could without a great deal of difficulty give notice 
to the signatories of the contracts of considered rate changes and 
prompt notification of reductions in rates. Most of the contracts 
today have a clause in them which provides substantially that shippers 
should register the commodities in which they are interested with 
the conference. From this list the conference secretaries could notify 
the interested shippers either by mail, or by telegram or otherwise 
when emergency required. 

When a conference finds it necessary and desirable to establish 
special rates, especially to take care of large block movements or a 
large single movement, such rates should be made available to all 
contract signers regardless of quantity for a period long enough to 
allow the regular contract shipper to meet the competitive impact 
of the reduced rate. This period, in any event, should not be less 
than 6 months. 

I think these matters could be provided for in the administration 
through the Maritime Commission or by filed rules of a conference 
so that the greatest amount of freedom is available to them in con- 
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ducting their affairs. We are here dealing in a worldwide trade 
which because of its very nature is free from regulation between 
different areas of the world. To impose strict and involved regula- 
tory procedures, as is imposed on ratemaking within the United 
States for railroad or truck transportation, in my opinion, would 
be very harmful. 

We have had occasion where we have requested rate changes on as 
short as 5 days’ notice to meet a situation. We feel that the commerce 
from the United States requires that freedom. To do otherwise might 
be both hurtful to the carriers and shippers. 

That this can be done is best demonstrated by the procedure of one 
of the conferences on the West coast who has made wonderful strides 
towards meeting the issues of shipper cooperation in rate adjust- 
ments and at the same time giving the carriers full opportunity to act 
promptly on adjustments they find necessary. I am speaking of the 
Pacific West Bound Conference, which under their present method of 
operation, I believe, gives the shipper an opportunity to be heard and 
secure full consideration of his problems. 

Mr. Chairman, that completes my statement and I appreciate the 
privilege of having made it. 

Mr. Garmatz. We are happy to have you. 

Mr. Downing. 

Mr. Downina. I have just one question. 

On page 4, you state that in the event there is a large block move- 
ment or large single movement and that the rates are lowered that 
those rates should be made available to all contract signers of that 
particular commodity. 

Mr. Worrers. That is right. 

Mr. Downtne. Is that not true today ? 

Mr. Wo ters. No, there are occasions, sir, primarily brought about 
by Public Law 480 and similar acts of Congress where foreign coun- 
tries are privileged to buy large blocks of milk which are moved on a 
commercial basis and the broker or party that arranges for the move- 
ment of the milk within the United States may not be a regular con- 
tract shipper. He may not even be a shipper of that product in the 
trade. He goes to the conference and secures a special rate for the 
movement and it is generally contingent upon a certain amount of 
tonnage moving at one time over a period of time which we, as regu- 
lar shippers, cannot meet. 

Mr. Downine. Why would you not get advantage of that lower 
freight rate? 

Mr. Wotters. Because we do not ship in the block or volume that 
the rate requires to be shipped. In other words, the rate may be made 
on a movement of a thousand tons or 2,000 tons per shipment which, 
in our type of trade, particularly in the packaged goods business, does 
not move that way. It moves anywhere from 5 to 1,000 cases per 
shipment and on a regular basis. 

These large block movements sometimes enter the market and the 
impact of that reduced movement, that off-brand product, sometimes 
stays in the market for a period of from 3 to 6 months before we can 
overcome it. 

Mr. Down1na. Thank you, sir. 

Mr. Garmatz. Mr. Casey. 
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Mr. Casey. You say it should be made available to them. 

You mean that they should not have this special rate for a large 
volume movement when you are a continuing patron of theirs and give 
them the same volume only spread over a longer period of time? 

Mr. Woxters. That is my position, yes, sir. 

Mr. Casey. It does amount to discrimination because it saturates 
your market and you have to wait until that is absorbed, to some ex- 
tent, before you can get back in there ? 

Mr. Wo tters. To some extent, yes, sir. 

Mr. Casey. I do not mean that it takes all of your market. 

Mr. Wotrers. It also influences the price in the foreign country. 

Mr. Casey. Is it the practice of the conference to do that ? 

Mr. Wo ters. On several occasions it has been done, sir. You can- 
not blame the conference. The movement is going to take place and 
this man has the control. If the conference does not do it, it goes to 
a cutrate line, a charter. Maybe sometimes the shipper complains 
enough to get the lower rate from the conference without the threat 
of independent competition. 

Mr. Casey. But by the same token, they are not treating you exactly 
right when they allow your competition to move in there. 

Mr. Wo trters. That type of competition is not regular competition 
but it does hurt us. 

Mr. Casey. I gather from your statement that you think all the 
rate regulations should be confined to the conference itself and 
through their, what you consider, proper regulation of the conduct 
of rate hearings, is that right ? 

Mr. Worrers. Proper procedure; yes, sir. I do not think that we 
should allow the Federal Government to attempt to fix rates in for- 
eign commerce because I do not think it is a practical thing. 

Mr. Casey. I take it there is independent competition to the con- 
ferences with which you primarily deal ? 

Mr. Wotrters. I think we are signatories to about 40 conferences. 
There is independent competition in some of them anyway that I am 
aware of. I cannot say as to all of them. 

Mr. Casey. It has been alleged that if this dual rate system is legal- 
ized you will soon have all the independent lines either joining the 
conference or going out of business, and then you would have a com- 
plete monopoly by the conference system of the trade route that you 
use. Should that result as alleged, do you still think that a monopoly 
ought to regulate its own rates and make its own rates without any 
supervision 4 

Mr. Wotters. My answer to that, sir, is that I do not think that a 
monopoly would result, from a practical standpoint. 

In the first place, you might call it a monopoly if everyone in the 
particular trade area or range—say, for example from the Pacific 
coast to the Orient—were in the conference. That might be termed 
monopolistic, but on the other hand it certainly is very subject to 
competitive influence because the conferences out of Europe would 
have a decided bearing on what the freight rates would be out of the 
west coast. There is a competition between conferences that I think 
is more important to preserve rather than whether every line serving 
a particular trade from a port is in a conference or not. 
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Mr. Casey. In other words, you think that that is too wild an 
assumption, then, that it would wind up where there was nothing but 
conference shipping and that they would be so cohesive there that 
they would be self-regulatory to the extent that they would be arbi- 
tary on rates. You do not believe that that would ever result ? 

Mr. Wo rers. If they ever got to the point where they were arbi- 
trary, they would lose the business. 

Mr. Casey. To whom are they going to lose it ? 

Mr. Wouters. To foreign countries. That was well demonstrated 
in the westbound trans-Pacific trade. Up until the time that the Gov- 
ernment granted some subsidies to condensed milk as distinguished 
from evaporated milk, all of the commercial condensed milk move- 
ment from the United States dried up and went to Holland because 
the rates and costs of production were too high. 

Mr. Casey. That was met by a Government subsidy on the milk 
and no reduction in the freight ? 

Mr. Wouters. That is right. There was some reduction subse- 
quently, yes. There have been reductions in the milk rate subsequent 
to the time they lost this business. 

Mr. Casey. Do you think the taxpayers of the United States should 
pick up the difference in that way ? 

Mr. Wotrers. That is a subject I cannot answer. 

Mr. Casey. You do pay taxes, I am sure. I do not know of any- 
one that does not. 

Mr. Wotters. It is an involved subject is what I meant to say. 
There is a surplus of milk products in the United States and one way 
of disposing of a surplus rather than letting it spoil is to get it into 
the foreign trade. $0 the Government figures probably that it is 
cheaper to absorb part of the cost to make our milk worldwide com- 
petitive than it is to allow it to spoil, sir. 

Mr. Casey. You think, then, that the fact of keeping a product 
competitive in the foreign market and the competition that you think 
will continue to exist among conferences will be sufficient influence 
to keep rates reasonable if the conferences regulate the rates them- 
selves and if they give you an opportunity to be heard and the con- 
ferences express themselves as you state here? 

Mr. Wotters. I think there is sufficient reason to believe that. 

Mr. Casey. You state in reference to this vote “at which the major- 
ity of the members of the conference rate committee were present or 
voted.” By “or voted,” you do not mean voting by proxy ? 

Mr. Woxters. No. 

Mr. Casry. If you do, you are liable to have the same thing you are 
complaining about above there where the conference chairman sits 
down with a bunch of proxies and votes. 

Mr. Wotrters. My reference was by wire vote where there is an 
emergency. 

Mr. Casey. A clear expression. 

Mr. Woxrers. Yes, sir. I think there is a great deal of value in 
seeing that the shipper’s request does get to the steamship people for 
their consideration because my experience has been that after these 
problems get to the steamship people they have a chance to come and 
explore them with the shipper to get a full expression. 
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Mr. Cassy. Thank you. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. I have no questions. 

Mr. Garmatz. Mr. Miller. 

Mr. Miter. I have no questions. 

Mr. Garmatz. Mr, Mailliard. 

Mr. Marturarp. I have no questions. 

Mr. Garmatz. We will recess until 2 o’clock. 

(Whereupon, at 12:40 p.m., a recess was taken until 2 p.m., this same 
day.) 

AFTERNOON SESSION 


The hearing was resumed at 2 p.m., pursuant to the recess. 
Mr. Garmatrz. The meeting will come to order. 
Mr. Tolan is our next witness. 


STATEMENT OF FRED H. TOLAN, GENERAL TRA¥FFIC MANAGER, 
VAN WATERS & ROGERS, INC., SEATTLE, WASH. 


Mr. Totan. My name is Fred H. Tolan. My business address is 557 
Roy Street, Seattle, Wash. I am general traffic manager of Van 
Waters & Rogers, Inc. ., and their various divisions and afliliated com- 
panies. Ihave held that position for 13 years. 

I am directly responsible for the traffic and transportation matters 
of that company. Iam familiar with their operations. In addition 
to my duties with and for Van Waters & Rogers and their affiliated 
companies, I represent numerous other shippers and receivers in the 
West. Today I am testifying only for Van Waters & Rogers and 
their affiliated companies. 

I am a graduate from the University of Washington {chool of Law 
and am admitted to the bar in the State of Washington and in the 
Federal courts. I am admitted to practice before the Interstate Com- 
merce Commission and Federal Maritime Board. While I am gener- 
ally familiar with the maritime situation, I do not practice generally 
in the maritime field. 

My purpose here today is to give this special subcofhmittee the com- 
plete facts, completely documented, on one phase of the dual rate 
steamship conference problem. 

I would first like to state the position of Van Waters & Rogers, et 
cetera, on the overall problem and would then like to submit the specific 
documentation and reasons why we feel the House of Representatives 
and the Congress should embody minimum protections for shippers 
in future legislation on this conference rate problem. 

I would like to br iefly describe the business of Van Waters & Rogers. 
They are an industrial supplier having branches in Washington, Ore- 
gon, California, and Texas and throughout most of the Western States 
areas. They do a gross business of between $75 million and $100 

million a year. 

In most industrial supply fields, such as in chemicals, they are large 
users of imported materials, a very large seller of laboratory scien- 
tific supplies, feedstuff, laundry departments. You name it, they are 
init. That is about what it amounts to. 
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In error I had overlooked embodying that description of the com- 
pany. So many times we are so close to the forest that we think every- 
one else knows what we know, and I had overlooked it. 

May I proceed with part 2 of the statement. 


2. POSITION OF VAN WATERS & ROGERS 


We believe the dual rate conference system should be continued, 
but with a definite safeguard on at least one point. We believe the 
enabling legislation to continue the dual rate conference system should 
protect the shipper from liquidated damage claims and/or loss of 
conference membership and/or harassment by the conference, where 
goods are sold within the United States in a bona fide manner, and if 
I may, I will emphasize and reemphasize the words “bona fide manner,” 
and the conference member does not directly or indirectly select the 
steamship line or in any way make the booking for the offshore move- 
ment. We believe the Congress could write in legislation which will 
require bona fide actions by the conference shipper-member in order 
to enjoy the protection of the suggested law. 


3. OUTLINE OF A SPECIFIC SHIPPING PROBLEM WHICH HAS ENGENDERED 
THE POSITION TAKEN BY VAN WATERS & ROGERS HEREIN 


The specific shipment relates entirely to a cotton-linter shipment 
although it could apply to a hundred or possibly a thousand commodi- 
ties which could move in export movement. 

The particular one is on cotton linters, but I want it distinctly 
understood that it could be any commodity with which that company 
deals. 

On May 21, 1958, the Los Angeles office of Van Waters & Rogers sold 
338 bales of cotton linters compressed to high density to Rhodia, Inc., 
60 East 56th Street, New York, N.Y. The weight of the shipment was 
210,915 pounds. The shipment was to go to Havre, France, on a cost 
and freight basis. The delivered price at Havre was 514 cents a pound. 
The cotton linters originated at Corcoran, Calif., a town in the San 
Joaquin Valley of California near Fresno. 

Rhodia, Inc., the buyer of the cotton linters, later decided they did 
not want this shipment to go to Havre, France. They asked that the 
original purchase contract be canceled and a new contract be made 
f.o.b. dock, Oakland. As a result of renegotiation, the price of the 
cotton linters cost and freight, Havre at 514 cents was canceled and 
a new contract calling for f.o.b. dock Oakland at 4.3 cents a pound 
was made with Rhodia, Inc. Subsequent to this second contract, our 
Los Angeles office received instructions to ship the goods to the 
Howard terminal in Oakland for the Hoten Maru. All of the book- 
ing, shipping instructions, export declarations, et cetera, and every- 
thing else pertaining to offshore movement, were made by the F.N.S. 
Corp., international forwarders and shipping agents, wh acted ex- 
clusively for Rhodia, Inc. Van Waters & Rogers did not know the 
destination of the shipment. Long after the shipment moved, we 
found that it moved to Marseille, France, and not to Havre, as was 
the original cost and freight contract. That information came from 
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the Pacific Coast European Conference, and not from the buyer of 
the cotton linters. 

The shipment moved from Corcoran, Calif., to Fresno for compres- 
sion, thence to Oakland on July 7. Some time later it moved from 
Oakland, presumably on the Koten Maru. This company did not 
know whether the Koten Maru was a conference ship or a nonconfer- 
ence ship; we did not know the destination of the shipment; and we 
knew nothing of the booking. The freight ceased to be Van Waters 
& Rogers property when it reached the dock at Oakland. Van 
Waters & Rogers had no control whatsoever over the shipment from 
that point. 

Late in July we received the start of the conference claim for $5,060 
against us for liquidated damages to the Pacific Coast European Con- 
ference because this shipment moved via what they termed a non- 
conference boat. 

Van Waters & Rogers actions in this matter were in all respects open 
and bona fide. They have been a member of the Pacific Coast 
European Conference for several years. When the original sale 
was made cost and freight, Havre, France, Van Waters & Rogers 
booked the freight for movement via the interocean line of Westfal- 
— Co., a regular member of the Pacific Coast European Con- 

erence, 

When that sale to Havre was canceled and the sale changed to a 
purely domestic sale, the booking to Havre was canceled and all 
shipping instructions were properly left to the buyer of the property. 
It was no longer the property of Van Waters & Rogers when the 
original Havre sale was canceled and goods were delivered to the 
Oakland dock. The best proof of that fact is that the shipment 


moved to Marseille, France, and not to Havre, due to the buyer’s 
instructions. 


4. OUTLINE OF THE PACIFIC COAST EUROPEAN CONFERENCE WITH VAN 
WATERS & ROGERS FROM JULY 1958 THROUGH JUNE 1959 


May I ask from here on if you would refer to the blue pages, and 
the appendixes referred to here will refer to the appendixes for full 
documentation by number. 

The appendix to this statement documents everything said from 
here on. On July 29, 1958, (app. 1), Van Waters & Rogers received 
an information request on this movement. That was answered on 
August 6 (app. 2) stating Van Waters & Rogers had nothing to do 
with the booking or designating of the steamer used. 

On October 24 (app. 3), the Pacific Coast European Conference 
demanded $5,060 liquidated damages from Van Waters & Rogers in 
30 days and threatened cancellation of conference membership for 
Van Waters & Rogers and their affiliated companies—and I would 
emphasize that word—unless payment was made. The conference 
demanded the amount of freight which a conference member would 
have received if the shipment had moved via a conference boat. 

On October 30 (app. 4), the position of Van Waters & Rogers was 
clarified and explained in detail to the conference. 

Appendix 5 documents the veracity of the Van Waters & Rogers 
statement to the conference. That information was furnished to the 
conference. 
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By appendix 6, on December 23 the conference rejected the Van 
Water & Rogers statement, but offered to settle the $5,060 liquidated 
damage claim on a 10-percent basis. They enclosed appendix 7 out- 
lining the conference position, and appendix 8, which was an earlier 
statement of position to Mr. Sam G. Loring, of the American Cotton 
Shippers Association. 

Parenthetically, I would like to urge that the committee take a 
strong look at appendix 7, which is the statement of position that 
was made back on November 8, 1957, which I personally knew nothing 
of but that was the statement of position on this f.o.b. dock sale 
matter, and appendix 8 is a letter in 1958 which, in great detail, out- 
lines the position of the conference on these f.o.b. sales at an export 
point in this country. 

I do not believe those are part of the record here, although they 
may well be at one of the intermediate hearings. 

Mr. Downtne (presiding). They will be included with this record. 

Mr. Toran. On January 6 I was brought into the matter by our 
Los Angeles office and requested time to look into the matter. That 
letter to the conference is appendix 9. 

It appeared the Federal Maritime Board has actually gone at length 
into this matter in docket 764, Mitsui Steamship Co. v. Anglo Cana- 
dian Shipping Co. A full copy of that decision, favorable to the 
view of Van Waters & Rogers, is attached as appendix 10. 

The Pacific Coast-European Conference objected to the Federal 
Maritime Board decision on this point and obtained a temporary 
injunction against the Federal Maritime Board order. That is 
explained by appendix 11. 

Appendix 12 shows the cancellation date of Van Waters & Rogers’ 
membership in the conference was extended pending decision in the 
Federal Maritime Board case and other matters. 

Appendix 13 is a capsule news report of the remand of the Federal 
Maritime Board case for further hearings. I have with me the full 
appeal court decision which was furnished me by the Pacific Coast- 

{uropean Conference. It is Van Waters & Rogers’ feeling and con- 
viction that this court remand to the Federal Maritime Board will 
take so long to effectuate that corrective legislation must be drafted 
irrespective of the Federal Maritime Board ultimate decision in the 
remand of docket 764. 

Appendix 14 gives the Van Water & Rogers view of the Federal 
court review of the remand decision. 

Appendix 15 is the conference rejection of that Van Waters & 
Rogers view. 

Appendix 16 is a renewed conference demand for liquidated 
damages. 

Appendix 17 extends the deadline for membership cancellation in 
the conference to June 2. 

Appendix 18, and I would certainly like to strongly emphasize 
appendix 18 at this time for what use this committee or the Congress 
might want to make of appendix 18, is a very important wire which 
was received June 1. The Pacific Coast European Conference flatly 
stated : 

Have given further careful consideration Koten Maru cotton linter shipment 


last reference our telegram 1st May, including developments which have since 
taken place in connection congressional hearing and conclusion reached con- 
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ference position as previously advised you should be maintained. Foregoing 
contemplates settlement on basis previous offer in absence of which noncon- 
tract rates become applicable effective 3 June 1959. 

(Signed) Pacrric Coast EUROPEAN CONFERENCE. 

I should insert there also, parenthetically, that on May 3, Van 
Waters & Rogers wrote Senator Magnuson, who represents our State, 
and Congressman Bonner, of the position essentially that is taken 
here today. 

A copy of that was sent to Mr. McArt in an open and frank man- 
ner and immediately after that, I should say on June 1, the minute 
we took a position to try to get this clar ified, we received our termina- 
tion of membership which was made effective June 3, and nonconfer- 
ence rates have resulted. 

As a direct result of bringing this to the attention of the Congress 
and of this committee, we feel that the cancellation of the member- 
ship of Van Waters & Rogers in this conference has resulted. 

Van Waters & Rogers did not, repeat not, pay the liquidated dam- 
ages demanded and are now subject to nonconference rates on any 
shipments made by them or any affiliated company from the Pacific 
coast to Europe. That means generally a 10-percent penalty on any 
shipment made by this company because we took a strong stand in 
outlining our position to this committee. 

A reading of the Federal Maritime Board decision, which is ap- 
pendix 10 herein, shows other shippers under similar circumstances 
were not denied conference membership, but when Van Waters & 
Rogers took a position on this matter before the House and Senate 
committees, our membership was promptly canceled. 


5. REASONS WHY VAN WATERS & ROGERS CANNOT AGREE TO THE PACIFIC 
COAST-EUROPEAN CONFERENCE POLICY 


This company has branches and divisions in most of the Western 
States, with literally thousands of sales each month by dozens of sales- 
men who act more or less independently within each branch or divi- 
sion. Sales are made f.o.b. dock and f.o.b. shipping point to hundreds 
of buyers. This company has not the slightest knowledge where that 
freight may ultimately move, offshore or not, let alone whether it will 
move via a conference or nonconference vessel. To agree to the posi- 
tion unilaterally taken by the Pacific Coast- European ( Conference 
would place a cloud over every single sale that is made by this com- 
pany, which could possibly move to an offshore destination. This 
company is a member of numerous steamship conferences in addition 
to the Pacific Coast-European Conference. If the Pacific Coast- 
European Conference position is sustained, it could and probably 
would spread to all other conferences. 

This company could then have potential liability for the entire 
amount of freight which a conference steamship company would ob- 
tain if any or ‘all of these shipments moved overseas via a noncon- 
ference line. The potential labilities could run into hundreds of 
thousands or millions per year, with no way to protect ourselves. 

It should be emphasized the position of the Pacifie Coast-European 
Conference would not be changed if we had sold these cotton linters 
f.o.b. Corcoran, Calif., rather than f.0.b. dock in Oakland, Calif. The 
conference position in ‘that if any goods sold by Van Waters & Rogers 





LEER 6 APR 


STEAMSHIP CONFERENCE STUDY 1493 


to any customer goes overseas to the area covered by the conference, 
we must see that those shipments move via conference lines, even 
though we have no control or title to the goods, nor even know ledge of 
the destination to which they are going, in the case at hand. 

I am sure this subcommittee will quickly recognize the impossibility 
of such a requirement from even a theoretical standpoint, beyond con- 
sidering practical limitations. 

In the cotton linter trade the American exporter faces the most seri- 
ous competition from other areas, such as from India, from Egypt, 
et cetera. No exporter who sells f.o.b. a shipping point in this country 
is In any position to tell the buyer of such commodities that he must 
use some ship he may not want to use for reasons best known to him- 
self. 

I am certain that if the members of this special subcommitee made a 
purchase in San Francisco today to be shipped back to Washington, 
D.C., they would equally resent and oppose any mandate by a San 
Francisco department store that they use some mode of transportation 
they did not want to use as a condition precedent to making the sale. I 
am confident most buyers would summarily object, in strongest terms, 
such unwarranted conditions after title has passed. E xport buyers 
are no exception. 

6. CONCLUSION 


Fixed, dependable contract. rates, when properly and fairly ad- 
ministered, are basically sound and should be continued. That is the 
position of the National Industrial Traffic League. Appendix 19 lists 
that position on the point involved in this statement. 

Van Waters & Rogers is a member of the National Industrial 

Traffic League. On May 4, 1959, Van Waters & Rogers outlined its 
position on ‘this matter in a letter to Senator Warren G. Magnuson 
and to Representative Bonner of the House of Representatives. We 
there suggested, subject to refinement in language, the following re- 
striction to be added to proper enabling legislation to continue the 
dual rate system : 
“Provided, however, That no steamship, conference, steamship line or lines who 
are members of a conference authorized under this, or other, acts shall penalize 
or otherwise harass or drop from participation in contract rates any shipper who 
sells f.o.b. or f.a.s. shipping point, and the shipment thereafter moves via a 
nonconference steamship: Provided further, That such contract shipper can and 
does on request demonstrate to the conference involved that the involved ship- 
ment was a bona fide sale to a buyer at a point prior to any involved water 
transportation, and that the contract shipper made no request directly or indi- 
rectly to book the cargo on a nonconference vessel, and that all arrangements 
for the shipment of the involved cargo were made by other than the contract 
shipper. 

The shippers of the United States need specific legislative protec- 
tion when they act in an honest, open, and bona fide manner within the 
terms of their conference contract membership. Congress will legis- 
late on this matter by next year. Congress should put proper limita- 
tions in new permanent legislation to protect companies such as Van 
Waters & Rogers, who have acted in a bona fide manner, from the 
undue preferenc e and prejudices that is obviously being practiced now. 
Some shippers are harassed; some are not. Some shippers lose their 
conference membership if they speak out openly and frankly; others 
do not. Some conferences rule one way; and I would refer you 
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specifically, to document that, to appendix 7, the Pacific Coast-Euro- 
pean Conference rules another way, on the identical language in the 
conference agreements. Congress should eliminate the confusion and 
lay down ground rules for fair play between all conferences and the 
shippers involved. 

Thank you very much. 

(The appendixes referred to follow :) 


APPENDIX 1 
{Wire received by Van Waters & Rogers, from Pacific Coast European Conference} 


Los ANGELES, CALIF., July 29, 1958. 
Pursuant article 2 your shippers rate agreement with this conference, full and 
complete information is requested regarding shipment cotton linters recently 
made on nonconference vessel Koten Maru to Marseilles. 


APPENDIX 2 


Van WatTEeERS & Rocers, INC., 
Los Angeles, Calif., August 6, 1958. 
PaciFiIc CoAST EUROPEAN CONFERENCE, 
San Francisco, Calif. 

GENTLEMEN : Kindly refer to your wire of July 29: 

“Pursuant article 2 your shippers’ rate agreement with this conference, full 
and complete information is requested regarding shipment cotton iinters re- 
cently made on nonconference vessel Koten Maru to Marseilles.” 

Please note that our sale was made on the basis of ex dock Oakland, and that 
we had nothing to do with the booking or designating steamer. 

Very truly yours, 
Van WartTeERsS & RoGeErs, INC. 
ALBERT A. RUH. 


APPENDIX 3 


PAcIFIC COAST EUROPEAN CONFEREN(Cn, 
San Francisco, Calif., October 24, 1958. 


Subject : Nonconference competition, S.S. Koten Maru. 


VAN WATERS & ROGERS, INC., 
Los Angeles, Calif. 


GENTLEMEN: Reference is made to your letter of August 6, 1958, wherein you 
stated with respect to the cotton linters referred to in my telegram of July 29, 
1958 that your “sale was made on the basis of ex dock Oakland, and that we 
had nothing to do with the booking or designating steamer.” 

It has been developed that your sale was made on an f.a.s. basis to Rhodia, 
Inc., 60 East 56th Street, New York, N.Y., a wholly owned subsidiary of Societe 
Rhone-Poulenec, Paris, France, and that shipment was effected on the above- 
mentioned vessel under the latter’s instructions by a New York forwarding 
concern. 

The foregoing circumstances are considered to constitute a violation of your 
shippers’ rate agreement under which you agreed to tender to the members of 
this conference all of your export shipments by water from U.S. Pacific coast 
ports to ports of destination within the scope of this conference. 

This letter, therefore, corstitutes notice of liquidated damages due and payable 
under article 2 of your shippers rate agreement in the amount of $5,060. Failure 
to pay said liquidated damages within 30 days after receipt of this notice will re- 
sult in the termination of your right to the conference’s contract rates, and said 
termination will be concurrently effective as regards your affiliated or subsidiary 
companies as follows: 

Aceitera Del Valle, S.A., Post Office Box 251, Mexicali, Baja California, 
Mexico 

Algodonera del Valle, S.A., Apartado Postal 147, Mexicali, Baja California, 
Mexico 
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Van Waters & Rogers of California, Inc., 620 East Slauson Avenue, Los 
Angeles, Calif. 

Braun Chemical Co., Division of Van Waters & Rogers, Inc., 1363 South 
Bonnie Beach Place, Los Angeles, Calif. 

Braun Knecht Heimann Co., 1400 16th Street, San Francisco, Calif. 

each of who is being furnished a copy of this letter by registered mail. 
Yours truly, 
J. F. McArt, Chairman. 





APPENDIX 4 


VAN WaArtTeERS & Rocers, INC., 
Los Angeles, Calif., October 30, 1958. 
PactFIc COAST EUROPEAN CONFERENCE, 
San Francisco, Calif. 
(Attention of J. F. McArt, chairman). 

GENTLEMEN: Please refer to your registered mail communication of October 
24 on the subject of nonconference competition and your unjustifiable charge of 
$5,060 for liquidated damages under article 2 of your shippers rate agreement in 
connection with the movement of 215,000 pounds of cotton linters per SS Koten 
Maru. 

Obviously there is a definite confusion in your interpretation between “ship- 
pers” and “suppliers.” 

The transaction in question involved our sale of aforementioned quantity of 
linters to Rhodia, Inc., of 60 East 56th Street, New York, N.Y. We do not know 
who are the shareholders of this company, but we do know that Rhodia, Inc., is 
an American firm incorporated under the laws of the State of New York. 

Our sale to this firm, therefore, constituted a wholly domestic transaction, 
and we as suppliers effected delivery of the merchandise in accordance with 
buyers stipulation to a domestic destination, which in this instance was the 
Howard Terminal at Oakland, Calif. 

We had absolutelv no jurisdiction whatever in connection with the outhound 
shipment. All freight engagements have been negotiated hv Messrs. Rhodia, 
Inec., through their freight forwarders, the F.N.S. Corp., 125 Broad Street, New 
York. We had no knowledge whatever whether the steamship Koten Maru was 
a conference or nonconference vessel. We have not, and do not know, at what 
rate of freight our customers have made freight engagement, and, for that 
matter, we have not been notified of any detailed freight engagements entered 
between our customers and the agents for the Koten Maru. 

We do not have any knowledge whatever who are the custom brokers in the 
bay area who cleared the shipment for Messrs. Rhodia, Inc., or the F.N.S. Corp., 
New York, resnectively. Perhaps this information is available to you, and, if 
so, you can probably readily ascertain that neither our company nor any of our 
subsidiaries can be claimed to be shippers and held responsible for nonconfer- 
ence freight engagement under article 2 of your shippers rate agreement. 

We stress again, and are ready to furnish substantiated proof, that in the 
movement of these 215,000 pounds of linters our firm’s activity was strictly 
thet of supnlier and not shippers. We feel therefore that your claim, if any, 
shou'd be directed toward parties that have contracted for the export move- 
ment. 

We will apnreciate your immediate acknowledgment to this communication 
exonerating us from vour unwarranted accusations. 

Very truly yours, 
Van WATERS & Roaers, INC., 
G. A. RENTER, Vice President. 


APPENDIX 5 
F.N.S. Corp., 
New York, N.Y., October 30, 1958. 

Re Rhodia, Ine. 
Van Waters & RoceErs, INC., 
Los Anceles, Calif. 
(Attention of Mr. A. A. Ruh.) 

GENTTEMEN: We have received your letter of October 27, 1958, to which you 
attached the conv of a communication that you have received from the Pacific 
Coast European Conference. 
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We are astonished indeed that the Pacific Coast European Conference has 
considered you as the shippers of the parcel that we forwarded on the vessel 
Koten Maru on behalf of our clients to whom you have made a sale purely as a 
domestic transaction. We have instructed you to accomplish delivery to a 
vessel designated by us, which instructions you were obliged to follow under the 
terms of the domestic sales contract with a firm (corporation) located in the 
State of New York. 

Please be advised that your name appears nowhere in any export documents 
and the shipper’s name in the export declaration is Rhodia, Inc. 

We are perfectly willing to attest to your position in the matter, and, assuring 
you of our cooperation, we remain, 

Sincerely yours, 
F.N.S. Corp., 
FRep N. SucHER, President. 





APPENDIX 6 


PAcIFIO COAST EUROPEAN CONFERENCE, 
San Francisco, Calif., December 23, 1958. 
Subject : Nonconference competition, SS Koten Maru. 
Mr. G. A. RENTNER, 
Vice President, Van Waters & Rogers, Inc., 
Los Angeles, Calif. 

Dear Mr. RENTNER: Reference is made to our correspondence on the above- 
mentioned subject, especially your letter of November 28, to which you attached 
copy of a letter addressed you by F.N.S. Corp., ocean freight forwarders of New 
York City. 

While careful consideration has been given to this correspondence, especially 
to your assertion that the shipment was a wholly domestic transaction, this view 
of the matter cannot be accepted. The sale was made on a so-called f.a.s. basis 
and all things done in connection therewith clearly indicate that the shipment 
was a foreign, rather than a domestic, transaction. This is borne out by the 
letter from F.N.S. Corp., self-styled “international forwarders and shipping 
agents.” The services of “international forwarders” are not employed in 
domestic transactions. 

The conference’s position regarding goods sold on f.a.s. or f.o.b. terms as 
respects the coverage of such goods under its shipper’s rate agreement is set forth 
in a letter dated October 28, 1958 to Mr. Sam G. Loring, executive vice president 
and secretary of the American Cotton Shippers Association, a copy of which is 
enclosed. Your attention is especially directed to the quotation on page 2 of that 
letter from the decision of the U.S. Court of Appeals for the Ninth Circuit grant- 
ing an injunction in favor of the conference against the Federal Maritime Board. 
The Board's directive of December 19, 1957, dealt with a notice from this office 
addressed to contract shippers, including your company, dated November 8, 
1957, and a copy is enclosed for convenient reference. 

In view of the foregoing and all other circumstances of this case, this letter 
will confirm the demand beretofore made for payment of liquidated damages 
pursuant to article 2 of your shipper’s rate agreement in the amount of $5,060. 
It is trusted you will see your way clear to effect a settlement of this matter and 
I might add that negitoations in similar cases in the past have resulted in settle- 
ments on the basis of 10 percent of the liquidated damages demanded. If an 
offer of settlement on the foregoing basis were made by you, I am confident it 
would be favorably considered by the conference. 

The termination date of rights of contract rates heretofore mentioned is hereby 
extended to close of business January 15, 1959. 

Yours very truly, 
J. F. McArt, Chairman. 


APPENDIX 7 


PacIFIc COAST EUROPEAN CONFERENCE, 
San Francisco, Calif., November 8, 1957. 
Notice to Contract Shippers: 
It is understood that some conferences permit cargo receivers abroad to ar- 
range for the routing of shipments consigned to them via nonconference ves- 
sels because of certain sales conditions, notwithstanding the fact that the ship- 
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pers involved are signatories to the conferences’ contracts. As a result of the 
foregoing, it has come to the attention of this office that some contract sig- 
natories have mistakenly interpreted their shippers’ rate agreement with this 
conference in a similar manner. In those instances, the shippers have vio- 
lated their shippers’ rate agreements by erroneously permitting receivers to 
nominate nonconference vessels for the shipments in question and have sub- 
jected themselves to the liquidated damage provisions of article 2 of the 
agreement. 

As a result of the foregoing, it has been deemed advisable to direct the at- 
tention of all signatories to article 1 of the conference’s shippers’ rate agree- 
ment which provides, among other things, that “This agreement covers all 
export shipments of the shipper * * *.” 

The conference is not concerned with the terms of sale of any traffic em- 
braced within the scope of its shippers’ rate agreement; its only interest is 
that all such cargo be offered to the conference members for transportation 
and that contract rates be granted only to shippers who confine all of their 
shipments to the conference lines without exception. 

J. F. McArt, Chairman. 


APPENDIX 8 


Pacitric CoAST EUROPEAN CONFERENCE, 
San Francisco, Calif., October 28, 1958. 
Mr. Sam G. Lorine, 
Executive Vice President and Secretary, 
American Cotton Shippers Association, 
Memphis, Tenn. 

DeaR Mr. Lorine: Reference is made to your letter of September 23, 1958 
in which you called attention to the following excerpt from the report of your 
ocean freight committee adopted at a convention in Memphis: 

“We recommend that the American Cotton Shippers Association go on record 
as opposing the unilateral action of the Pacific Coast-European Conference in 
interpreting the shippers’ rate agreement to include f.o.b. and f.a.s. shipments. 
Notice of this opposition should be transmitted to the Pacific Coast-European 
Conference and the Maritime Board.” 

Receipt is also acknowledged of a copy of your letter addressed the same 
day to the Chairman of the Federal Maritime Board with copies to Board 
Members Guill and Stakem, seeking their assistance in having the conference 
change its interpretation of its shippers’ rate agreement. 

It is believed desirable that the conference’s position in this matter should be 
presented to you and the following is submitted for that purpose: 

The Federal Maritime Board decided June 8, 1956, in a case entitled Mitsui 
Steamship Co., Ltd. v. Anglo Canadian Shipping Co., et al (Docket No. 764), 
that this conference changed its position in interpreting its contracts to apply 
to goods sold on f.a.s. and f.o.b. terms. The Board asserted that the conference 
sought the Board’s approval of its shippers’ rate agreement and that in seeking 
such approval, the conference stated that goods sold on f.a.s. and f.o.b. terms are 
not covered by the contract. This conference never has sought Board approval of 
its rate agreement nor ever made the representation falsely attributed to it by 
the Board. 

The Board’s order against this conference directed the members to cease-and- 
desist from interpreting their contract in any way other than to exclude all 
goods sold on either f.a.s. or f.o.b. terms from the coverage of the contract unless 
and until the conference obtained from the Board approval of another interpre- 
tation. 

The conference appealed the Board’s decision and order to the U.S. Court of 
Appeals for the Ninth Circuit and all proceedings had been concluded in con- 
nection with the appeal when argument on the merits of the controversy was 
held on January 17, 1958. However, owing to the death of Judge Lemmon, one 
of the three judges who heard the argument, the court set the case down for 
reargument which was held on October 1, 1958. The final decision of the court 
is now pending. 

In the meantime, the court issued a temporary injunction staying enforcement 
of the Board’s order until its decision is rendered. In its decision granting the 
temporary injunction the court stated: 

“The court finds * * * that there is a reasonable probability that if the con- 
ference is required to give the notice directed by the Board’s action of December 
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19, 1957, the conference will suffer certain and irreparable injury through the 
breakdown or destruction of the conference’s current rate structure in that the 
giving of the notice would suggest to members of the conference the advantage 
of withdrawing therefrom, to outside carriers a means of capturing business 
otherwise available to conference members, and to all shippers modes of avoiding 
the uniform rate structure and of paying the rates thereof under the system here 
to fore in effect.” 

It is rather generally known that the conference has sought liquidated damages 
on several cotton shipments on nonconference vessels. The shippers denied 
liability for any liquidated damages stating in effect that the cotton was sold 
on f.a.s. terms and asserting that their buyers in Europe controlled the routing 
of the cargo. However, one shipper negotiated a settlement of the liquidated 
damages assessed against it and its right to contract rates has been restored. 

In attempting to explain to you the position of this conference on the subject, 
I think it is important to point out to you that the conclusion quoted above from 
the opinion of the court summarizes our own fears of the consequences that 
would attend acceptance by this conference of the view espoused by the Board 
that all goods sold on f.a.s. and f.o.b. terms are excluded from the conference's 
exclusive patronage contracts. It goes without saying that the consequences 
foreseen by the court would in fact occur upon compliance by the conference 
with the Board’s order. It is significant, however, that the Board’s examiner, 
Mr. A. L. Jordan, who heard the testimony in the case, reached the same con- 
clusion as that reached by the appeals court and in his initial decision found 
that the exclusive patronage contracts cover all shipments regardless of terms 
of sale. 

It should also be emphasized that the Board’s decision calls for the exclusion 
from the exclusive patronage contracts of all goods sold on either f.a.s. or f.0.b. 
terms. There seems to be a general misunderstanding of the Board’s decision. 
Many shippers, including cotton shippers, evidently believe, erroneously, that 
the decision would leave within the scope of the exclusive patronage contracts 
goods sold on f.a.s. or f.o.b. terms when the “control of the routing” is exercised 
by the shipper but would exclude such goods from the contract when the “con- 
trol of the routing” is exercised by the buyer. This is not correct. Since, under 
the Board’s ruling, all goods sold on these terms would be excluded from the 
contracts, it necessarily follows that whenever goods are sold on these terms 
and shipped on conference vessels, the higher noncontract rates would be 
applicable. This would not be satisfactory to any shipper yet it is the only 
alternative to our present construction of the contracts. 

The term “control of the routing” has become popular in the past few years 
since the Board first made this matter a controversial subject. The fact is, 
of course, that the selection of the carrier is a matter of agreement or under- 
standing between buyers and sellers as are all other arrangements between 
them. Thus, what is really meant by the use of the term is that some European 
customers would like to enjoy nonconference cut rates and conference contract 
rates at their own convenience and at their election simply by arranging with 
the exporter for him to select a conference carrier when that is convenient, 
leaving to them the selection of a nonconference carrier when such is available 
at cut rates. Manifestly no such one-sided interpretation of the contract was 
ever contemplated by the members of the conference who would soon find them- 
selves in a noncompetitive position with outside lines if this interpretation 
were adopted. 

The lengths to which cargo interests will go in their endeavors to control 
routing is amply demonstrated in your own circular letter No. 29, dated August 
8, 1957, in which you directed the attention of the members of the American 
Cotton Shippers Association interested in exports to the attempts of foreign 
buyers to insert “the following clause in their cif. contracts: ‘ec. & i. (f. at 
buyer’s option)’ and then advising the American exporter to use nonconference 
lines.” 

As you then said, the foregoing was “an obvious attempt on the part of the 
buyer to use nonconference vessels when it is convenient to do so and to use con- 
ference vessels at contract rate when nonconference vessels are not available.’ 

If by agreement exporters can modify c.i.f. contracts to permit the use of non- 
conference vessels by receivers or buyers, it must be obvious that by agreement 
they can also modify f.a.s. or f.0.b contracts to prevent the use of nonconference 
vessels by receivers or buyers. In other words, by agreement, exporters can re- 
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tain for themselves the right to ship on conference vessels in conformity with 
the obligation assumed by them under their conference contracts. 

The substance of the problem is that the purpose of exclusive patronage 
contracts can be accomplished only by excluding entirely any patronage of 
nonconference rate-cutting lines. In this way, all lines in a trade find it profit- 
able to join the conference. It is only through such means that rate cutting 
can be prevented. It certainly could not be prevented by an interpretation 
that buyers may have an election to use conference or nonconference lines 
at their convenience simply by purchasing on f.a.s. or f.o.b. terms. It would 
certainly not be prevented by the Board’s interpretation that all goods sold 
f.a.s. and f.o.b. are excepted entirely from the exclusive patronage contracts, 
and accordingly subject to noncontract rates. The Board’s interpretation 
would not only invite rate cutting but it would be wholly impracticable from 
the standpoint of both carriers and shippers. 

1 think the interpretation of this conterence is the only one supported by the 
course of conduct over many years of both carriers and shippers in the Pacific 
coast/Europe trade. That interpretation is the contracts cover all goods shipped 
by contract shippers regardless of terms of sale. Pursuant to that inter- 
pretation, the conference lines have freely accorded contract rates to all goods 
regardless of terms of sales since the contracts were signed. Conversely, wlen- 
ever contract shippers have shipped on conference lines they have sought and 
obtained contract rates regardless of their terms of sale to their European cus- 
tumers. This course of conduct is of many years duration and establishes, in 
the conference’s opinion, the understanding of contract shippers that their con- 
tracts with the conference lines cover all of their shipments in this trade and 
not only those which they might sell on c.i.f. orc. & f. terms. The overwhelming 
nujority of shippers in the trade have freely concurred in this interpretation. 
The conference members of course are required by law to administer the 
contracts uniformly. 

The incident which made it necessary to impose liquidated damages against 
some cotton shippers is sincerely regretted. It is not believed, however, that 
cotton shippers, or any other shippers, would benefit in any way by the applica- 
tion of the Board's interpretation of the contract, if the Board’s decision should 
be upheld by the court of appeals. The inevitable loss of rate stability and 
the probable impairment of steamship service which would result would soon 
place great obstacles in the way of orderly export trade from the Pacific coast 
to Europe. If, on the other hand, the court of appeals should uphold the con- 
ference’s position, as I am confident it will do, all shippers and consignees will 
remain on equal terms with respect to freight rates, as they are in domestic 
commerce. This necessarily must be, if discrimination and disadvantage among 
shippers and carriers is to be avoided. 

Very truly yours, 
M. F. McArt, Chairman. 





APPENDIX 9 


VAN WATERS & RoceERs, INC., 
TRAFFIC DEPARTMENT, 
Seattle, Wash., January 6, 1959. 


Subject: Claim for $5,060 against Van Waters & Rogers, Inc. 


Mr. J. F. McArt, 
Chairman, Pacific Coast European Conference, 
San Francisco, Calif. 

DeAR Mr. McArt: Mr. G. A. Rentner, vice president of Van Waters & Rogers 
in Los Angeles, has forwarded your letter of December 23 to me for action. 
That letter indicates termination of contract rights with the Pacific Coast Euro- 
pean Conference will be made unilaterally by the conference on January 15, 
1959. 

Attached to your letter of December 23 is a letter addressed to Mr. Sam G. 
Loring, executive vice president and secretary of the American Cotton Shippers 
Association. That letter cites a then pending Federal Maritime Board case 
and an injunction action in the Ninth Circuit Court. 

The factual position of Van Waters & Rogers has been correctly cited in 
earlier correspondence from Mr. Rentner. It will take some time to check 
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out the legal authorities and decisions appendixed to your letter of December 
23. 

For the reasons given above, we ask that you reconsider the January 15, 
1959, termination date cited in your December 23 letter and extend that date 
60 days. It is distinctly understood that the extension of the time would not 
be a change of the position of either party, but would merely be an extension 
to enable both parties to more fully consider the factual and legal situation. 
Please advise your decision. 

Very truly yours, 
FrepD H. ToLan. 


(Appendix 10 is as follows:) 


FEDERAL MARITIME BOARD 
No. 764 
MITSUI STEAMSHIP COMPANY, Lip. 
v. 
ANGLO CANADIAN SHIPPING Co., LrD., ET AL. 
No. 773 
AMERICAN PoTASH & CHEMICAL CORPORATION ET AL. 
v. 
AMERICAN PRESIDENT LINES, LTD., ET AL. 


Submitted May 15, 1956. Decided June 8, 1956 


Interpretation of Pacific Coast European Conference Shippers’ Rate Agreement as includ- 
ing all goods of contract signatories sold for shipment in the conference trade, whether 
sold f.o.b., f.a.s., c.i.f., or c. and f. basis, found to be a new arrangement between carriers, 
effectuated in violation of section 15 of the Shipping Act, 1916. Conference and its 
members ordered to cease and desist from the violation. 

The foregoing interpretation not found to have resulted in violation of sections 14, 16, 17, 
or 18 of the Act. 


Alan F. Wohlstetter and Ernest H. Land for complainant Mitsui Steamship 
Co., Ltd. 

Martin A. Meyer, Jr., for complainants American Potash & Chemical Corp. 
and Three Elephant Borax Corp. 

Leonard G. James and Robert D. Mackenzie for respondents. 

Leroy F. Fuller and Edward Aptaker as Public Counsel. 


REPORT OF THE BOARD 
By THE BoarpD: 


This is a consolidated proceeding involving complaints filed by Mitsui Steam- 
ship Co., Ltd., (“Mitsui”), and by American Potash & Chemical Corp. and its 
subsidiary Three Elephant Borax Corp. (collectively “American Potash’) against 
the member lines of Pacific Coast European Conference (the “conference’”), 
alleging violations of the Shipping Act, 1916 (“the Act’’). 

In its complaint, as amended, Mitsui alleges that it is a citizen of Japan and 
a common carrier by water between Pacific coast ports of the United States and 
ports of the United Kingdom and Continental Europe; that each of the respond- 
ents is engaged as a common carrier by water in the same trade; that the con- 
ference, pursuant to Agreement F. M. B. No. 5200, has established an exclusive- 
patronage contract/noncontract dual-rate system; that foreign buyers and con- 
signees of goods purchased in the United States on an f.o.b. or f.a.s. basis desired 
to exercise their customary rights to designate the carrier in such purchases, 
and desired to ship via Mitsui; that the conference, by the use of unfair, coercive, 
discriminatory, and illegal practices, deprived those foreign consignees of their 
rights to ship via Mitsui, and in coercing the consignees, who were not signa- 
tories to exclusive-patronage contracts, to ship exclusively on conference lines, 
violated their natural and legal rights to designate the carrier when they are 
obligated to pay the freight; and that these actions of the conference are in viola- 
tion of sections 14, Third, 15, 16, and 17 of the Act. Reparation is requested to 
the extent damages are proven. 
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The American Potash complaint, as amended, alleges that complainants are 
engaged in the manufacture and sale of various chemicals, including boron 
products, which are exported from Pacific coast ports to the United Kingdom 
and continental Europe; that each of the conference member lines is a com- 
mon carrier by water from Pacific coast ports to the United Kingdom and 
continental Europe; that the conference, pursuant to Agreement F.M.B. No. 
5200, hus established an exclusive-patronage contract/noncontract dual-rate 
system ; that complainants are each signatories to Shippers’ Rate Agreements and 
are entitled to be charged the lower contract rate for their shipments; that the 
conference unlawfully terminated complainants’ right to contract rates effective 
October 15, 1954, and on April 1, 1955, gave notice of termination of complainants’ 
Shippers’ Rate Agreements, to be effective as of the close of business on May 31, 
1955; that since October 15, 1954, the conference members have wrongfully and 
unlawfully charged complainants the higher noncontract rate while charging 
their competitors the lower contract rate; and that these actions of the confer- 
ence have violated sections 15, 16, 17, and 18 of the Act. Reparation is requested 
to the extent that damages may be proved. 

After hearings held between May 9 and May 14, 1955, a recommended decision 
was issued in which the examiner found, in Docket No. 764, that Mitsui had 
failed to show that the conference lines have coerced buyers and consignees to 
ship goods exclusively on conference vessels in violation of sections 14, Third, 
15, 16, and 17 of the Act. The examiner further recommended that an oral 
motion to dismiss made jointly by complainant and respondents in Docket No. 
773, based on satisfaction of the complaint, be granted. Exceptions to the recom- 
mended decision have been filed and oral argument has been heard. 


ISSUES 


The focal point of this proceeding is the conference interpretation of its form 
of exclusive-patronage contract, or shippers’ agreement, as requiring signatories 
thereto to ship via conference vessels all goods supplied by them for shipment 
in this trade whether the goods are sold on an f.o.b., f.a.s., c.if., or ce. and f. 
basis,’ whether or not the receiver of the goods is a signatory to the Shippers’ 
Kate Agreement. The issues which result are as follows: 

(a) Is the conference interpretation such a new agreement or modification 
of an agreement between carriers within the meaning of section 15 of the 
Act as to require Board approval under that section? 

(b) Is the interpretation, as a matter of law, correct? Put otherwise, is 
an American exporter in any or every instance the “shipper” of goods which 
have been sold on an f. o. b. or f. a. s. basis? 

(c) Has the conference interpretation resulted in violation of sections 14, 
Third, 15, 16, or 17 of the Act? 

The facts are the following: 

The conference is a voluntary association of 24 common carrier steamship lines 
operating under the authority of Agreement F.M.B. No. 5200 (basic agreement), 
initially approved, under section 15 of the Act, on May 26, 1937. Conference 
vessels operate in the trade from United States and Canadian Pacific coast ports 
to Great Britain, Northern Ireland, Ireland, continental Europe, Baltic Scan- 
dinavian, and Mediterranean Sea ports. 

The conference has established and employs an exclusive-patronage con- 
tract/noncontract freight-rate system (dual-rate system). Under that system, 
two levels of freight rates are established, the lower to be applicable to cargoes 
of those shippers who agree to patronize conference lines exclusively, the higher 
to be applicable to the cargoes of all other shippers. The form of agreement 
between the conference carriers and the signatory shippers is called a Shippers’ 
Rate Agreement. Insofar as is pertinent to the present disputes, the conference’s 
current Shippers’ Rate Agreement provides: 

“1. In consideration of the mutual covenants herein contained and the con- 
tract rates as shown in the applicable tariff of the Pacific Coast European 
Conference hereinafter called the Conference, the Shipper agrees to offer or 
cause to be offered for transportation on vessels of the Carrier from Pacific 
Coast ports of the United States and Canada to ports of call in Great Britain, 
Northern Ireland, Ireland, Continental Europe, Scandinavia, and French 
Morocco and on the Mediterranean Sea and other seas bordering thereon (ex- 





1 F.0.B.—free on board ; f.a.s.—free alongside ; c.i.f.—cost, insurance, freight ; c. and f.— 
cost and freight. 
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cept the Black Sea) all of its shipments by water on which said contract rates 
are applicable. The contract rates, and the rules, regulations and conditions 
applicable thereto, as shown in the applicable Conference tariff, shall govern to 
the ports of destination as set forth in said tariff. 

“This agreement covers all export shipments of the Shipper (excluding ship- 
ments via Intercuastal vessels) to aforesaid countries moving via any LDacific 
Coast port of the United States or Canada. All such shipments shall be 
tendered to the Carriers for their vessels which may load at any Vacific Coast 
port of the United States or Canada and are scheduled to sail to any ports of 
call in the aforesaid countries. Failure to so tender any such shipments to the 
Carriers or shipment of them by vessels other than those of the Carriers shall 
constitute a violation of this agreement. In agreeing to so confine the car- 
riage of its (their) shipments to the vessels of the Carriers the Shipper hereby 
promises and declares it is the intent and purpose to do so without evasion or 
subterfuge either directly or indirectly by any means, including the use of iuter- 
mediaries or subsidiaries. 

“2. If, at any time, the Shipper shall make any shipments or shipments in vio- 
lation of any provision of this Agreement, the Shipper shall pay liquidated dam- 
ages to the Conference in lieu of uctual damages which would be difficult or 
impracticable to determine. Such liquidated damages shall be paid in the 
amount of freight which the Shipper would have paid had such shipment or 
shipments moved via a Conference Carrier computed at the contract rate or 
rates currently in effect. Failure of the Shipper to pay liquidated damages 
within thirty (30) days after the receipt of notice from the Conuference that 
such liquidated damages are due and payable shall be cause fur the Conference 
to terminate the Shipper’s right to the contract rates until the Shipper pays 
to the Conference the amount due. In the event the Shipper viviates his 
contract more than once in any period of twelve (12) months, the Cuonierence 
may cancel this contract by serving written notice of such cancellation upon 
the Shipper and notifying the Federal Maritime Board of such action. If the 
contract is cancelled for violation thereof as provided herein, the Conference 
may refuse to enter into a new contract with the Shipper until any unpaid 
liquidated damages due to the Conference have been paid in full. 

“In order that the Conference may determine the existence or non-existence 
of a violation hereof, the Shipper shall, upon request, furnish to the Conference 
full and complete information with respect to any shipment or shipments made 
by such Shipper in the trade covered by this Agreement.” [Emphasis supplied. | 

Mitsui is a common carrier by water engaged in the transportation of mer- 
chandise between Pacific coast ports of the United States and ports of the United 
Kingdom and continental Europe. While Mitusi is a member of many Ameri- 
ean and foreign steamship conferences, it was not, at the close of hearings in 
these proceedings,’ a member of this conference. Its vessels do not call regularly 
at all of the loading and discharging ports served collectively by the conference, 
do not provide refrigerated service, and are longer in transit, because of calls at 
New York, than the bulk of the conference lines. Two sailings per month are 
provided by it in this trade. 

Mitsui’s European agents regularly solicit consignees in the Pacific coast- 
European trade, none of whom are signatory to the conference Shippers’ Rate 
Agreement. 

Prior to Mitsui’s entry into this trade in September 1953, the conference had 
no independent liner competition. During this period European consignees did 
not customarily control the routing of cargo movements. Since Mitsui's entry, 
however, European receivers have asserted the right to select the ocean carrier 
of goods bought on f.o.b. or f.a.s. basis. 

Prior to World War II, most of the goods shipped in this trade had been sld 
under c.i.f. terms. In the postwar period, however, f.o.b. sales increased because 
of the buyer’s ability, under such a sale, to pay freight in his own currency 
rather than in American dollars. Presently, the majority of transaction are on 
an f.o.b. or f.a.s. basis. 

During 1954 the conference notified 10 signatories to its Shippers’ Rate 
Agreement * that the conference had information indicating shipments of cargoes 


2On February 1, 1956, Mitsui was admitted to this conference, conditioned upon its 
withdrawal from this and other proceedings against the conference. Determination of 
the legality of the condition is presently pending in Docket No. 792. 

*American Potash & Chemical Corp.: Associated Metals & Minerals Corp.; Brandeis 
Goldschmidt & Co., Ine.; California By-Products Corp.: H. Muehlstein & Co.: Kauf- 
man Trading Corp.: Miles Metals Corp.: Pacific Coast Borax Co.; Sinason-Teicher Inter 
American Grain Corp. ; South American Minerals & Merchandise Corp. 
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via Mitsui in violation of the agreement. In the letters or telegrams of notifica- 
tion the conference requested information concerning the shipments involved, 
and warned the signatories that liquidated damages would be demanded in the 
event of failure to furnish the requested information. The conference chair- 
man could not recall the specific information, the type of information, or the 
source of the information on which he acted in sending the notices to shippers. 
Further, he used no standards or guides in determining whether action should 
be taken against a signatory, nor has the conference prescribed the type of 
evidence which is required in such circumstances. 

All of the notified exporters in reply to the conference either denied shipping 
via Mitsui or advised the conference that the shipments had moved via Mitsui 
at the request and under the control of the European buyer. No further action 
was taken against five of the notified exporters, although some action may or 
may not be taken in the future. Five other shippers, however, admitted sup- 
plying cargoes which moved via Mitsui but denied having control of the move- 
ment. ‘Those exporters received closer attention from the conference. A fuller 
discussion of these exporters and their relationships with the conference follows: 

(a) American Potash, a manufacturer of borate and other chemical products, 
was advised by the conference that a shipment f.o.b. Los Angeles via Mitsui to 
an A. G. Schering had constituted an evasion or subterfuge in violation of the 
Shippers’ Rate Agreement in view of the fact that Schering was, in the view 
of the conference, an “intermediary or subsidiary” of American Potash within 
the meaning of Article 2 of the agreement. The accusation was vigorously 
denied by American Potash, which maintained that its only alternative would 
have been to refuse to make the sale. Thereafter, as a result of this shipment, 
rights to contract rates were denied to American Potash as of October 15, 1954, 
and to Three Elephant Borax Corp., its subsidiary, as of October 28, 1954. The 
companies were assessed noncontract rates from the specified dates until ap- 
proximately March 1, 1955. 

The market for borate is highly competitive. The competition for European 
sales is principally among producers in this country, with only 5-10 percent 
of borate sold in Europe originating in countries other than the United States. 
During the period when American Potash was assessed noncontract rates on its 
shipments in this trade, it absorbed the difference between contract and non- 
contract rates in order to meet the competition of other producers. Because of 
these absorptions no sales were lost. 

(b) Pacific Coast Borar Co. (“Pacifie’), another manufacturer of borate 
products, in reply to the conference, produced evidence that its shipment ques- 
tioned by the conference was in fact delivered to and shipped by the buyer’s 
agent in this country, the sale having been made on “f.a.s. Los Angeles Harbor” 
terms. Pacific stated that, in shipping under such terms, it had been guided by 
a letter of advice addressed to it by the conference on May 13, 1949, wherein it 
was stated: 

“Counsel for the Conference has advised us that you wish to have for the 
records of Pacific Coast Borax Company, a written confirmation of the oral 
opinion given to you by Conference counsel with respect to the validity of the 
shipments by non-Conference lines when the cargoes in question are purchased 
on f.a.s. terms. 

“Tt is the opinion of our attorneys that the shippers rate agreement employed 
by this Conference is not violated by a shipper who has sold goods to a foreign 
importer on f.a.s. terms whereby title to the goods is taken by the importer 
at ship’s side or prior thereto and the goods are shipped by a non-Conference 
line in the name of the importer with the contract shipper’s name not appearing 
on any shipping documents in connection with the shipments. It is the opinion 
of the Conference attorneys that under such circumstances the contract shipper 
is not in fact the shipper of the cargo, but that the shipper is the foreign im- 
porter who, if not bound by a shippers rate agreement with this Conference, is 
not required to ship via Conference lines. The fact that the shipper would, as 
agent for the foreign importer, obtain the export license for the foreign im- 
porter, would not, in the opinion of the Conference attorneys, affect the status 
of the shipment as being made by the foreign importer and not by the contract 
shipper.” [Emphasis supplied. ] 

The conference replied by demanding liquidated damages for violation of the 
Shippers’ Rate Agreement. 

The 1949 letter was explained by the conference as applying only to shipments 

to the Joint Export Import Agency, a Government agency and not to commercial 
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shipments. By letter of March 16, 1955, however, the conference offered to 
waive the liquidated damages assessed if Pacific would concur in the conference 
interpretation of the Shippers’ Rate Agreement as requiring exporters to ship 
via conference vessels all goods sold for export, regardless of the terms of Sale. 
The conference affirmed by wire of March 18, 1955, that this interpretation would 
apply to sales made f.o.b. seller’s inland plant. Although the conference had 
threatened to terminate Pacific’s right to contract rates unless liquidated dam- 
ages were paid on or before January 31, 1955, no such action was taken against 
Pacific. 

(c) Kaufman Trading Corp. (‘Kaufman’) advised the conference that a ship- 
ment which had moved via Mitsui had been under the control of the foreign 
buyer. When threatened with assessment of liquidated damages, however, 
Kaufman agreed to apply to future shipments the conference interpretation of 
the Shipper’s Rate Agreement. Damages have not been assessed against Kauf: 
man, and contract rates have not been denied it. 

(d) Sinason-Teicher Inter American Grain Corp. (“Sinason”) advised the 
conference in October 1953 that it was obligated by European buyers to ship 
via nonconference vessels. Nearly a year later, the conference demanded of 
Sinason payment of liquidated damages for a shipment which moved via a non- 
conference vessel. Sinason’s right to contract rates was thereafter concelled. 

The conference chairman stated that rights to contract rates have not been 
terminated nor have liquidated damages been assessed against any shipper 
because of f.0.b. shipments via nonconference carrier. He stated that he had 
no knowledge of whether Sinason’s shipment in question moved f.o.b., f.a.s., 
e. and f., or cif. In view of Sinason’s representation that the buyer obli- 
gated it to book a shipment via Mitsui, however, the chairman admitted that the 
shipment probably was not ec. and f. or c.i-f. 

(e) South American Minerals & Merchandise Corp. (“Samicorp”) advised 
the conference that it had sent shipments forward via Mitsui in accordance 
with specific instructions of the buyers. The conference assessed liquidated 
damages on the shipments, however, and terminated Samincorp’s right to con- 
tract rates on November 29, 1954. While the record does not conclusively estab- 
lish the fact, it is most probable that the Samincorp goods which moved via 
Mitsui had been sold on f.a.s. or f.o.b. terms in view of Samincorp’s vigorous 
arguments, in correspondence with the conference, that an exporter cannot select 
the carrying vessel on an f. a. s. sale. 

In early March 1955, the conference, by letter, advised 15 borate shippers of 
its interpretation of the Shippers’ Rate Agreement as applying to all export 
shipments of contract signatories, regardless of terms of sale. The shippers 
were requested to indicate concurrence in the conference interpretation by sign- 
ing and returning the letter before April 1, 1955, or to expect cancellation of the 
Shippers’ Rate Agreement. Stauffer Chemical Co. (“Stauffer”) and seven others 
concurred in the interpretation. 

As a result of conference action taken at a meeting on April 1, 1955 (Ex. No. 
11), the conference sent notice of termination of the Shippers’ Rate Agreement 
to Pacific and to American Potash, effective in 60 days; established a mora- 
torium on claims for liquidated damages from those shippers, effective until 
June 1, 1955; restored the right of American Potash to contract rates retroactive 
to February 1, 1955; established a moratorium regarding conditions in the 
March 16 letters addressed to other borate shippers who had not yet concurred; 
and offered Stauffer an opportunity to withdraw their acceptance of the confer- 
ence’s March 16 letter. Stauffer subsequently withdrew its concurrence with 
the conference letter of March 16, and no notice of termination of the Shippers’ 
Rate Agreement has been sent to any of the other 13 borate shippers. 

During the course of the hearings, American Potash and the conference sub- 
mitted a Dismissal with Prejudice with an attached letter dated May 10, 1955, 
confirming an agreement whereunder the conference restored the right of 
American Potash and its subsidiary, Three Elephant Borax, to contract rates 
retroactive to October 15 and October 28, 1954. The conference further agreed 
to a moratorium on claims for liquidated damages for a 90-day period after 
May 31, 1955, and agreed to restore to American Potash the difference between 
contract rates and noncontract rates which had been charged subsequent to 
October 1954. For its part, American Potash agreed to attempt to persuade 
foreign buyers to surrender the power to make bookings. 

By letter of May 11, 1955, a similar moratorium was established on claims 
against Pacific. Likewise, a similar moratorium was extended to Stauffer and 
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to other borate shippers for the same period. No moratorium was extended to 
shippers of products other than borate. 

Despite American Potash’s agreement with the conferences, that company has 
not changed its interpretation of the Shippers’ Rate Agreement and does not 
know What it would do to attempt to persuade foreign buyers to ship via con- 
ference vessels. The company would not refuse to sell to a foreign buyer who 
insisted on routing shipments via a nonconference vessel. In any event, an 
American Potash witness anticipated that at the termination of the period of 
the moratorium the conference would again be “at loggerheads” over the proper 
legal construction of the Shippers’ Rate Agreement. 

American Potash’s interpretation of the Shippers’ Rate Agreement, more 
fully stated, is as follows: American Potash considers that title to goods sold 
on an f.o.b. or f.a.s. basis passes to the buyer on delivery to the vessel or 
alongside the vessel, that the buyer has the right to designate the method by 
which he wants to have the goods shipped, and that, accordingly, such ship- 
ments are not included in the coverage of the Shippers’ Rate Agreement. On 
such shipments American Potash appears on the ocean bill of lading as agent 
for the buyer, who is the shipper on such transactions, and the existence or 
nonexistence of a letter of credit as the method of payment for the goods does 
not affect the buyer's status as shipper. American Potash asserts, however, that 
the terms f.o.b. and f.a.s. do not determine who will select the carrier but 
merely who has the right to select. For this reason, American Potash con- 
siders that the buyer’s failure to select the carrier gives the exporter the right 
to select. Under such circumstances, American Potash maintains, the exporter 
is entitled to receive contract rates on f.o.b. and f.a.s. shipments, as indeed 
American Potash has in the past, prior to Mitsui’s entry into this trade. On 
f.o.b. or f.a.s. Shipments in which the buyer did not exercise a right to select 
the carrier, and to which contract rates were applied, American Potash 
appeared as shipper on the ocean bill of lading, but the buyer paid the ocean 
freight to the carrier. 

Stauffer interprets the Shippers’ Rate Agreement in much the same manner. 
Briefly, Stauffer believes that an f.o.b. or f.a.s. buyer has the right to make 
the booking on a vessel of his solicitation. If the buyer does not exercise his 
right—or put otherwise—in the absence of a specific agreement as to the routing 
of cargo, the seller may designate the carrier. Most of Stauffer’s sales are made 
on an f.o.b. vessel or f.a.s. basis. While payment is usually made after arrival 
of the goods in Europe, Stauffer does not believe that it has a lien on the goods 
in the event of nonpayment since it considers that title to the goods has passed 
to the buyer on delivery to the dock or to the vessel. While goods sold on an 
f.o.b. basis have moved via Mitsui vessels on the instructions of buyers, Stauffer 
has never been denied the contract rate on its shipments via conference vessels. 
In February 1955, Stauffer was given a notice of cancellation of its Shippers’ 
Rate Agreement, but the notice was subsequently withdrawn. 

The testimony of other shipper witnesses presented by Mitsui was in general 
agreement with the American Potash and Stauffer position. Five shipper wit- 
nesses presented by the conference testified generally that they considered f.o.b. 
and f.a.s. shipments to be included within the terms of the Shippers’ Rate 
Agreement. Of these, one stated that he had made no f.o.b. or f.a.s. ship- 
ments in the Pacific coast European trade. ‘Three others have not been re- 
quested to ship via Mitsui and, in fact, could not since Mitsui does not provide 
reefer service in this trade, does not regularly serve all of the ports of shipment, 
and does not serve all of the ports of discharge. Libby-MeNeill & Libby, a 
shipper of canned goods, does make some shipments of an f.o.b. basis and has 
been requested by buyers to ship via nonconference lines. Suyers have always 
acquiesced, however, in the insistence of Libby-McNeil & Libby that the goods 
move via conference vessels. 

The conference takes the position that its Shippers’ Rate Agreement applies 
to all shipments, regardless of the terms of sale, and that if a signatory shipper 
enters into any agreement with the foreign buyer which permits the foreign 
buyer to direct cargo to move on a nonconference vessel, the signatory shipper 
violates the agreement. The conference chairman stated that if a foreign buyer 
insisted that he had the right, under the terms of an f.o.b. or f.a.s. sale, to 
direct the routing via nonconference vessel, the signatory shipper, in order to 
comply with the terms of the Shippers’ Rate Agreement, could not deliver to the 
nonconference vessel, and that if the buyer insisted on his right, compliance with 
the agreement would require the seller to refuse to make the sale. It is the 
conference’s position that a sale f.o.b. inland plant in the United States, where 
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the foreign buyer or his forwarder handles the inland transportation and ships 
via nonconference line, would amount to a violation of the agreement by a signa- 
tory seller, if the seller knew that the goods would be shipped abroad. The mere 
fact that an f.o.b. or f.a.s. shipment moved via a nonconference line would 
amount to an evasion or a subterfuge within the meaning of the agreement. 
The record is silent on the question whether, prior to the entry of Mitsui in this 
trade in 1953, the conference had ever advised shippers of this interpretation. 

In f.o.b. and f.a.s. transactions in this trade, the freight is normally paid 
collect by the foreign consignee, and the payment for the goods is made in vary- 
ing ways—by letter of credit, sight draft and invoice, open account, or prepay- 
ment. Payment for the goods may actually be received by the seller before, dur- 
ing, or after carriage of the cargo. 

In the Revised American Foreign Trade Definitions, it is considered the duty 
of the buyer in f.o.b., f.a.s. transactions, and of the sellers in cif. transac- 
tions, to provide and pay for ocean transportation. In comments on all f.o.b. 
terms the definitions provide: 

“6. Under f.o.b. terms, excepting ‘f.o.b. (named inland point in country of 

importation),’ the obligation to obtain ocean freight space, and marine and war 
risk insurance, rests with the buyer. Despite this obligation on the part of the 
buyer, in many trades the seller obtains the ocean freight space, and marine 
and war risk insurance, and provides for shipment on behalf of the buyer. 
Hence, seller and buyer must have an understanding as to whether the buyer will 
obtain the ocean freight space, and marine and war risk insurance, as is his obli- 
gation, or whether the seller agrees to do this for the buyer.” 
While a similar comment is made on f.a.s. terms, no variation of duty on c.i-f. 
terms is suggested in the definitions. No witness to these proceedings disagreed 
with the matter set out in the definitions and comments thereto. All of the wit- 
nesses agreed on the desirability of uniform rates in the trade, and no witness 
opposed a dual-rate system in the trade. A number of witnesses testified that in 
this trade, on f.o.b. shipments, the seller is requested to obtain and does obtain 
shipping space on behalf of the buyer. 


DISCUSSION 


In Contract Rates—Japan/Atlantic-Gulf Freight Conf., 4 F.M.B. 706, the 
Board was required to determine the lawfulness of a provision in an agreement 
between carriers which would require signatories of exclusive-patronage con- 
tracts to ship via vessels of conference lines all of the shipments made directly 
or indirectly by the signatory, whether made on c.if., c. and f., f.o.b., ex- 
godown or other terms. On the evidence there presented, we disapproved of the 
provision, stating at page 740: 

“* * * as drafted, the receiver under the f.o.b., f.a.s. shipments may obtain 
contract rates as long as he patronizes exclusively conference vessels, but once 
he ships nonconference he may not thereafter receive contract rates. This pro- 
vision is objectionable because such a receiver obtains the benefits of contract 
rates without signing a shipper contract whereas all other nonsigners are charged 
the full nonecontract traiff rates; unlike treatment therefore is being accorded 
nonsigners. Such f.o.b. receiver should receive contract rates only if he is a 
contract signatory. 

We approve the contract form insofar as it purports to cover c.if. and ec. and 
f. sales. Except as stated below, we disapprove the contract form, insofar as 
it purports to cover f.o.b. or f.a.s. sales. Irrespective of the terms of the sales 
agreement, in any instance where the contract signer appears as shipper in the 
bill of lading, such fact alone automatically requires that the shipment move on 
conference vessels. In the situation where the contract signer appears as 
shipper in the bill of lading, it is no mere matter of form to say he is the shipper 
in fact. Inc. and f. or c.i.f. sales the problem does not arise because there the 
contract signer is in fact the shipper, but in f.o.b. or f.a.s. sales we deem it 
undesirable to have the answer to this problem turn on the complicated questions 
of law as to risk of loss or when title passes in determining when a given ship- 
ment is or is not covered by the shipper’s agreement. We deem it highly desirable 
that simple tests and standards be applicable. To this end we consider that the 
contract should indicate that the person indicated as shipper in the ocean bill 
of lading shall be deemed to be the shipper. We do not intend, however, to 
preclude shipment by an exporter as agent for the buyer, where the exporter 
only renders assistance at the buyer’s request and expense in obtaining the 
documents required for purposes of exportation.” 
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Consistent with that language, we ordered (January 10, 1956) “that said con- 
tract system shall not apply to shipments which are made on an f.o.b., f.a.s., or 
ex-godown basis unless the person, whether seller or buyer, named as shipper 
in the ocean bill of lading, is a contract signatory * * *.” 

Following the foregoing determination we ordered, in another dual-rate pro- 
ceeding, Secretary of Agriculture v. N. Atlantic Cont’l Frt. Conf., 5 F.B.M. 20, 
that the particular dual-rate system therein considered “shall not apply to 
shipments which are made on an f.o.b. or f.a.s. basis unless the person, whether 
seller or buyer, named in good faith as shipper in the ocean bill of lading, is a 
contract signatory * * *.” 

In these proceedings, among other issues, we are called upon to determine 
whether the conference Shippers’ Rate Agreement contemplates exclusive ship- 
ment via conference vessels of goods sold by contract signatories on an f.o.b. 
or f.a.s.* basis as well as exclusive shipment of goods sold on a c.i.f. or ce. and f. 
basis. To this end we consider a discussion of the incidents of the terms to 
be in order. 

At the outset, it should be noted that, in the absence of evidence of an inten- 
tion to the contrary, the beneficial interest in goods and the risk of loss thereof 
passes to the buyer on delivery of the goods to the carrier in the ej fs 
shipments as well as in f.o.b. port-of-loading shipment. From the viewpoint of 
beneficial interest and risk of loss, then, it is not accurate to state that c.i-f. 
shipments are shipments of the seller and f.o.b. shipments are shipments of the 
buyer. Recognition of the contracting nature of these types of sale in other 
respects, however, enables us ultimately to distinguish between them on that 
basis. 

In a true cif. contract, the full property in goods does not pass to the buyer 
nor is there the complete delivery contemplated by the contract until tender of 
the requisite documents.’ For this reason, c.i.f. sales have been considered sales 
of documents relating to goods rather than sales of goods... The ¢.i.f. contract is 
fulfilled by delivery of the documents, and in the event of failure to deliver 
an essential document, the seller will be in default.° A tender of proper docu- 
ments must be accepted even though the parties are aware that the goods have 
been lost or destroyed.” On the other hand, in the usual f.o.b. port-of-loading 
sale, and in the absence of a contrary intention, the delivery contemplated by 
the contract is a delivery of goods at ship’s rail at the named point of ship- 


‘Throughout the hearing the terms f.o.b. and f.a.s. were not distinguished other than 
by the fact that in the former type of sale the price includes delivery on board a vessel, 
while in the latter the price includes only delivery alongside. It was the testimony of the 
conference chairman that an f.a.s. sale was not otherwise “essentially different from the 
f.o.b.’ The terms, unless otherwise appearing from the context, will hereinafter be 
treated as synonymous for the purpose of this report. 

5 Thames & Mersey Ins. Co. v. United States, 237 U.S. 19, 26 (1915): Warner Bros. € 
Co. v. Israel, 101 F. 2d 59 (2d Cir. 1939) ; Mee et al. v. McNider, 109 N.Y. 500 (1888); 
Madeirense Do Brasil S/A v. Stulman-Emrick Lumber Co., 147 F. 2d 399, 402 (2d Cir. 
1945). 

6 Nelaon Bros. Coal Co. v. Perryman-Burns Coal Co., 48 F. 2d 99 (2d Cir. 1931) ; Higgins 
v. California Prune & Apricot Growers, 16 F. 2d 190 (2d Cir. 1926) ; Inglis v. Stock, 5 Asp. 
422, 424 (1885). 

7 Warner Bros. & Co. v. Israel, supra; Rand v. Morse, 289 F. 339, 342 (8th Cir. 1923); 
Harper v. Hochstein, 278 F. 102 (2d Cir. 1921); Smyth v. Bailey, 45 Com. Cas. 292 
(1940); Karberg v. Blythe (1915), 2 K.B. 379; Ireland v. Livingston, 5 H.L. (A.C.) 
895 (1871); Horst v. Biddell, (1912), A.C. 18, 22: “The answer is that delivery of the 
bill of lading when the goods are at sea may be treated as delivery of the goods them- 
selves ;’ Macondray & Co. v. W. R. Grace & Co., 30 F. 2d 647 (9th Cir. 1929): Groom v. 
Barber, (1915) 1 K.B. 316: “It * * * becomes immaterial whether before the date of 
the tender of the documents the property in the goods was the seller’s or buyer’s or 
some third person’s. The seller must be in a position to pass the property in the goods by 
the bill of lading if the goods are in existence, but he need not have appropriated the par- 
ticular goods in the particular bill of lading to the particular buyer until the moment of 
tender, nor need he have obtained any right to deal with the bill of lading until the 
moment of tender.’’ See also Cohen v. Wood ¢& Selick, 212 N.Y.S. 31, 35 (1925) ; Dwane 
v. Weil, 192 N.Y.S. 393 (1922). 

But see the following cases to the effect that title in a c.i.f. sale passes on delivery to 
the carrier for shipment: American Sugar Refining Co. v. Page € Shaw, 16 F. 2d 662 
(1st Cir. 1927); Commissioner of Internal Revenue v. East Coast Oil Co., 85 F. 2d 
322. 323 (5th Cir. 1936); Cerro De Pasco Copper Corp. v. Knut Knutsen 0O.A.8., 94 F. 
Supp. 60 (S.D.N.Y. 1950); Ruttonjee v. Frame, 199 N.Y.S. 523 (19238). See also 30 
Yale L.J. 91; Oricnt Co., Ltd. v. Brekke and Howlid, 18 Com. Cas. 101 (1913). 

8 Karberg v. Blythe, supra; Finlay v. N. V. Kwik, etc., 32 Ll. L. Rep. 245, 248 (1928). 

® Hanson v. Homel, (1922) 2 A.C. 36; Manbre Saccharin Co. v. Corn Products Co., 
(1919) 1 K.B. 198. Also Schmoll Fils € Co. v. Scriven, 19 L1. L. Rep. 118, 119 (1924) ; 
Shipton, Anderson € Co. v. John Weston & Co., 10 Ll. L. Rep. 762, 763 (1922). 

% Law and Bonar (Limited) vy. British American Tobacco Co., 21 Com. Cas, 350 (1916) ; 
Dwane v. Weil, supra. 
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ment." Title to the goods as well as risk loss and right to possession will, in 
these circumstances, be presumed to pass to the buyer on delivery of the goods 
to the carrier “ rather than on delivery of the bill of lading. 

The presumptions arising from the use of the terms under consideration are 
subordinate, of course, to an expression of a contrary intent by the parties 
Whether a reservation of title in the seller is an expression of a contrary intent 
has frequently been litigated. Under English law the presumption that bene- 
ficial ownership passes to the buyer on f.o.b. delivery remains unaffected by re- 
tention of a security title in the seller.* While some doubt exists as to whether 
the same rule obtains in this country,’ we consider the better view to be that 
expressed by the English cases and those American cases which are in accord. 
In c.i.f. sales, however, the beneficial interest and risk of loss clearly pass to the 
buyer on shipment, regardless of retention of a security title in the seller,” un 
less an intent to the contrary is unmistakably shown.” 

In ¢c.i.f. sales, as hereinabove indicated, the use of the term necessarily indi 
cates that the seller must, inter alia, and as a contractual commitment, arrange 
the contract of affreightment to destination and ship the goods.” In f.0o.b. 
sales, it has been said, on the one hand, that the prima facie etfect of the phrase 
f.o.b. is that the buyer must select the carrier; ** on the other hand, it has been 
held that each case must rely upon its own facts in determining which party to 
a sale has the duty to secure transportation.” Still other decisions find the 
buyer to be under a duty to furnish or designate a carrier in f.o.b. sales.” The 
apparent conflict is readily reconciled. On this point, Williston states ( Willis- 
ton, supra, p. 96) : 

“Where goods are to be transported by private conveyance, as on a chartered 
ship, it is an obvious duty of the buyer to provide the ship, if by the terms 
of the contract the seller is merely to deliver goods on board a vessel at the 
point of shipment (footnote omitted). When, however, the goods are to be 
shipped by a common carrier, the assumption seems unwarranted that either 
party undertakes that the carrier shall be either able or willing to perform its 
normal functions. The contract is made on the mutual assumption that the 
carrier will perform these functions. It is indulging in fiction to say, as some 
cases do, that the carrier is the agent of the buyer. There is no such agency 
until the carrier accepts the shipment. Jt is assumed by both parties that the 
carrier will be willing to become the agent or bailee for the buyer (footnote 
omitted).”’ [Emphasis supplied. ] 

Obviously, where common rather than private carriage is contemplated, the 
parties to a sale may agree, consistent with the presumption of delivery arising 
from the use of the term f.o.b., that either buyer or seller may select the carrying 
vessel. But since the goods are presumptively delivered to the buyer at ship’s 


LJ. & J. Cunningham Limited v. Robert A. Munro & Co., Limited, 28 Com. Cas. 42, 
45 (1922). 

2 United States v. Andrews, 207 U.S. 229 (1907) ; Higgins v. California Prune & Apricot 
Growers, supra; Nelson Bros. Coal Co. v. Perryman-Burns Coal Co., supra, 

18 Inglis v. Stock, supra, ? 

144Tuie property and risk of loss remain in the seller. L. Lazarus Liquor Co. v. Julius 
Kessler & Co., 269 F. 520 (6th Cir. 1920). Regardless of the form of the bill of lading, 
the property passes to the buyer on delivery to the carrier. Rosenberg Bros. & Co. v. F.S8. 
Buffum Co., 234 N.Y. 338 (1922); Pennsylvania R. Co. v. Bank of the U.S., 212 N.Y.S 
437 (1925); Standard Casing Co. v California Casing Co., 233 N.Y. 413 (1922). 

(This represents the better view: 2 Williston Sales (1948), section 280b, pp. 100, 101. 

1 Harper v. Hochatein, supra; Ruttonjee v. Frame, supra. 

16 Northern Grain Warehouse Co. v. Northwest Trading Co., 201 P. 9038, 904 (Wash. 
1921) ; Donbigh, Cowan & Co. v. Atcherly & Co., 125 L.T. 888 (1921). 

“In some trades there is in use a form which is in terms expressed to be a c.i.f. contract, 
but also provides (i) for payment on loaded weights; (ii) for payment as to any goods 
arriving damaged with an allowance; and (iii) for the contract to be void as to any portion 
shipped but not arriving. Except in name this is not a cif. contract.’”’ Scrutton ov 
Charterparties, 16th Ed., footnote (n) at p. 201. See also Cundill v. A. W. Millhousen 
Corporation, 257 N.Y. 416 (1931). 

17 A, Klipstein & Co. v. Dilsizian, 273 F. 473 (2d Cir. 1921); Warner v. Israel, supra; 
Seaver v. Lindsay Light Co., 182 N.Y.S. 30, 83 (i920); American Sugar Refining Co, \ 
Page & Shaw, supra; Karberg v. Blythe, supra; Carver’s Carriage of Goods by Sea, Ninth 
Ed., p. 746 and cases cited. 

*% Davis v. Alpha Portland Cement Co., 134 Fed. 274 (E.D. Pa. 1905) and cases cited 
See also United States Smelting Co. v. American Galvanizing Co., 236 F. 596, 598 (E.D. 
Pa. 1916) ; Bvanston Elevator & Coal Co, vy. Castner, 133 Fed. 409, 410, 411 (Cir. IL); 
Baltimore & L. Ry. Co. v. Steel Rail Supply Co., 123 Fed. 655, 658 (3d Cir. 1903). 

1” Hecht vy. Alfaro, 4 F. 2d 255 (N.D. Calif. 1925) ; Mathieu v. George A. Moore & Co., 
om 2d 251 (N.D. Calif. 1925). See also H. Hackfald & Co. v. Castle, 198 P. 1041 (Calif. 

vm ). 

* Carvel v. John Kellys, 53 N.Y.S. 2d 640 (1945); Brandt v. Morris, (1947) 2 K.B. 

784; Douglas Fir Exploitation & Egport Co. v. Comyn, 279 F. 203 (9th Cir. 1922). 
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rail, it presumptively is the buyer who has the right to designate the bailee. 
Accordingly, although the right to select may be delegated to the seller, if the 
seller does not maintain a security title to the goods the selection of a carrier 
in an f.o.b. shipment ” is made on behalf of the buyer and the shipment is there- 
fore the shipment of the buyer. Consistently, the buyer should appear as shipper 
on the ocean bill of lading. 

From the foregoing analysis, as well as from the testimony of all witnesses 
in these proceedings, and from the generally accepted definition of the term 
as set forth in the Revised American Foreign Trade Definitions, we find that 
ci. shipments are the shipments of the seller since (1) final delivery under the 
contract does not occur until tender of the requisite documents made after the 
goods are received for shipment by the ocean carrier; (2) the seller must arrange 
and procure the contract of affreightment as a condition to the contract of sales; 
and (3) the parties contract with reference to general commercial custom, which, 
as stated, contemplates a duty in the seller to ship in ¢.if. contracts of sale. 
This is true, of course, whether or not the seller ships to his own order or to the 
order of a third party. 

Unlike c.if. sales, where arrangement of the contract of affreightment by 
the seller is an integral part of the agreement, without which the contractual 
delivery is incomplete, in f.o.b. sales the selection of the carrier is, as herein- 
above indicated, a matter of variable intention between buyer and seller. The 
difference between the types of sale has been acknowledged by the witnesses in 
these proceedings and is recognized in the Revised American Foreign Trade 
Detinitions. 

From our examination of the law, we consider that the right to designate 
a carrier on f.o.b. shipments is vested in that person having the right to posses- 
sion of the goods at the time of shipment, since it is he who has the power to 
designate a bailee of the goods. Where a contrary intention is not specified, 
the right to possession of goods passes to the buyer on delivery to the carrier.” 
Reservation of a security title in the seller, however, is an expression of a 
contrary intention which entitles the seller to appear as shipper in the ocean 
bill of lading. In circumstances where the seller ships to his own order or to the 
order of a third party as security against payment by the buyer, it is the seller 
who has the right fo possession and, consequently, the right to designate a 
earrier. While there is, as hereinabove stated, some doubt as to the effect of 
a security title on risk of loss and right to the goods, there is nevertheless no 
doubt that a reservation of security title in a seller retains the seller’s right to 
possession of the goods prior to tender of payment. 

We consider that the commercial custom of considering f.o.b. and c.i.f. ship- 
ments to be those of the buyer and seller, respectively, recognized in the Revised 
American Foreign Trade Definitions, is derived from an analysis of the rights 
of the parties similar to our own. It is significant to renote that in the “Com- 
ments on All F.0O.B. Terms,” where the seller obtains the ocean space and 
marine insurance, he is considered to have acted “for the buyer” and ‘on behalf 
of the buyer.” Whether the actual selection is made by the buyer or by the 
seller in such case, it is nevertheless made for the buyer, who is the shipper 
in such sales, except as herein noted where security title is reserved, and should 
appear on the ocean bill of lading as such. 

Our view of f.o.b. and ¢.i.f. transactions disposes of the issue as to whether 
f.o.b. shipments are included in the phrases “all of its shipments” and “all 
export shipments of the shipper,” appearing in Article 1 of the Shippers’ Rate 
Agreement. We find, in consonance with the foregoing, that goods sold by a 
signatory exporter on an f.o.b. basis are not included within the meaning of 
the phrase unless the exporter retains a security title to the goods sold. 

if further indication were needed, we need only point to the 1949 letter in 
which the conference stated: “* * * the shippers rate agreement employed 
by this conference is not violated by a shipper who has sold goods to a foreign 
importer on f.a.s. terms whereby title to the goods is taken by the importer at 
Ship’s side or prior thereto and the goods are shipped by a nonconference line 
in the name of the importer with the contract shipper’s name not appearing on 
any shipping documents in connection with the shipments. It is the opinion 
of the conference attorneys that under such circumstances, the contract shipper 


21 Assuming that the delivery of goods contemplated by the sales contract is delivery to 
the carrier. 

222 Williston, supra, p. 98: “As it is a necessary implication in f.o.b. contracts that 
the buyer is to be at all expense in regard to the goods after the time when they are 
delivered free on board, the presumption follows that the property passes to the buyer at 
that time * © *.” 
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is not in fact the shipper of the cargo but that the shipper is the foreign im- 
porter who, if not bound by a shippers rate agreement with this conference, is 
not required to ship via conference lines.” [Emphasis supplied.] 

The conference expansion of the letter is not convincing. It is urged that 
the statement stands as a specific exception to the coverage of the Shippers’ 
Rate Agreement granted only because the “foreign importer” in point was a 
Government agency. We note, however, that (1) no such qualification appears 
in the letter, (2) no reason is given for preferential treatment of Government 
importers vis-a-vis private importers, and (3) no explanation was given for limi- 
tation of the preference to those Government agencies not signatory to a Ship 
pers’ Rate Agreement. While the letter referred only to f.a.s. shipments, it is, 
in our opinion, of equal applicability to f.o.b. shipments for reasons previously 
herein set forth, equating in principle the two types of shipments. 

It must be noted that prior to the entry of Mitsui as an independent in this 
trade, the conference members assessed contract rates on shipments made pur- 
suant to f.o.b. or f.a.s. port-of-shipment sales of contract signatories when 
control of the routing was left to the seller. This course of conduct is consistent 
with the conference view that its Shippers’ Rate Agreement requires signatories 
thereto to ship exclusively via conference lines all goods sold for export in the 
conference trade. It is also consistent, however, with a conference view that 
f.o.b., f.a.s. sales of a contract signatory are within the scope of the Shippers’ 
Rate Agreement only where the buyer delegates to the seller his duty of select- 
ing the carrier, or only where the seller retains a security title to the goods 
sold. As found by the examiner, the conference recognizes ‘‘possible limited 
exceptions” to its view “such as (1) Government-controlled shipments, (2) 
forwarder acting for buyer in certain circumstances, (3) if title passes at ship’s 
side or prior thereto and goods are shipped in name of buyer who is shipper, 
and (4) where there is complete delivery and transfer of title and the seller 
didn’t know the goods were for export.” These “exceptions” implicitly recog- 
nize, among other considerations, that the right to select the carrier is depend- 
ent upon the right to possession of the goods. Whether or not the buyer dele- 
gates his right to select the carrier, the shipment is not entitled to contract rates 
unless the buyer is a contract signatory. Where a seller retains a _ security 
interest in goods sold, of course, the seller has the right to select the carrier 
and to appear as shipper on the ocean bill of lading. But even if we were to 
assume arguendo that f.o.b. shipments are not those of the buyer, as indicated 
in our findings, shippers disagree on whether f.o.b., f.a.s. sales are included 
within the scope of the Shippers’ Rate Agreement, and the agreement itself 
makes no reference to such sales. There has been, therefore, no clear intent 
expressed by the parties to each Shippers’ Rate Agreement as to the coverage 
of the agreement, and the agreement itself is of no help in the problem. Since 
it is an elementary principle of construction that a contract must be construed 
strictly against the drafting party,” the Shippers’ Rate Agreement here must for 
this reason also be construed against the conference’s contention. 

Since the Shippers’ Rate Agreement does not specify that f.o.b. and f.a.s. ship- 
ments of a signatory must move via conference vessels, since shippers disagree 
as to whether agreement imposes that obligation, since the custom of the industry, 
as evidenced by the Revised American Foreign Trade Definitions, contemplates 
that ordinary f.o.b. and f.a.s. shipments are those of the buyer, since the confer- 
ence, in a 1949 letter expressed, from all that appears in the letter, a broad opin- 
ion to the effect that f.a.s. shipments are not included within the coverage of the 
Shippers’ Rate Agreement, and since the new agreement has a secondary effect on 
nonsignatory buyers, not the natural and logical result of the agreement as writ- 
ten, we find that the new conference interpretation is an agreement or a modifica- 
tion of an approved agreement between carriers which requires specific approval 
under section 15 of the Act, and which has been effectuated prior to such approval 
in violation of section 15.” 

It is unnecessary for us here to consider whether the new conference interpreta- 
tion is detrimeatal to the commerce of the United States. Detriment to the com- 
merce of the United States is a ground for disapproval of a section-15 agreement : 


23 Grace v. American Central Ins. Co., 109 U.S. 278 (1883) ; Fairbanks, Morse & Co. v. 
Consolidated Fisheries Co., 190 F. 2d 817 (3d Cir. 1951). 

% While the Act places the burden of filing for our approval those agreements or modi- 
fications of agreements between carriers which fall within the standards of section 15, 
we hace in Docket No. 767 proposed a rule-making proceeding to assist the carriers in 
meeting that burden by defining, inter alia, insofar as they may be capable of enumeration, 
those nonroutine agreements which require separate section 15 approval. 
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we are not called upon to approve or disapprove this agreement in the present 
proceedings, nor is such action necessary in view of our finding that the confer- 
ence interpretation is a new agreement or a modification of an agreement between 
carriers and has been effectuated in violation of section 15 of the Act. Under the 
authority of sections 15 and 22 of the Act, we will require the conference and its 
members to cease and desist from effectuation of the new interpretation until 
such time as the agreement has been approved under section 15. 

We do not here state that we may never approve of a Shippers’ Rate Agree- 
ment which requires its signatories to ship exclusively via conference vessels all 
goods sold by such signatories for export in the trade served by the conferece, 
whether sold on f.o.b., f.avs., c.if., or ec. and f. terms. Such an agreement, like 
the dual-rate system itself, would depend, for approval, on the competitive need 
shown to exist, in keeping, however, with the command of the court in Isbrandtsen 
Co. v. United States, 211 F. 2d 51, 57 (D.C. Cir. 1954) that a concerted conduct 
approved by us and thus exempted from the antitrust laws must not offend the 
spirit of those laws any more than is necessary to serve the purposes of the Act.* 
Our view that approval of such an agreement depends upon the evidence adduced 
has recently received support from the District Court for the Northern District 
of California in United States v. Borar Consolidated, Ltd., et al., 141 F. Supp. 
397 (D. Cal. 1955). There a petition, brought to restrain borax producers and 
the conference from causing customers of the borax producers to ship borax 
products exclusively on conference vessels, was dismissed on the ground that the 
subject matter is within the exclusive primary jurisdiction of this Board. 

Like the examiner, we cannot find on the evidence before us that the new 
conference interpretation has resulted in violation of sections 14, 16, or 17 of the 
Act. No injury to any exporter has been shown to have resulted from conference 
termination of the exporters’ right to contract rates in circumstances where a 
shipment of the exporter has moved via nonconference vessel under f.o.b. or f.a.s. 
terms. American Potash was, for a period, denied contract rates, but the right 
to such rates has been restored and a refund of excess charges over contract rates 
has been agreed to. While the Samincorp and Sinason Teicher Shippers’ Rate 
Agreement have been terminated, complainants have not established that the 
movements which resulted in termination of those Shippers’ Rate Agreement had 
been made on f.o.b. or f.a.s. terms in circumstances where those companies did 
not have the right to control the movements. 

There is no evidence before us of any actual loss by specific discrimination 
against Mitsui, nor is there evidence that any foreign consignee has been 
coerced or prejudiced or has in fact suffered any loss or injury as a result of 
conference action. Finally, in view of the conference agreement to restore to 
American Potash the excess of charges over contract rates, we cannot find that 
unjustly discriminatory rates have been charged by the conference. In view of 
this satisfaction of the American Potash complaint, we will permit American 
Potash to withdraw. We will dismiss as unproven all of the charges in Mitsui’s 
complaint except the allegation that the conference interpretation of its Shippers’ 
Rate Agreement has been an effectuation of a new agreement between carriers 
without our approval, in violation of section 15 of the Act. Although complain- 
ants’ burden of proof has not been sustained as to Whether the conference actions 
in the Saminecorp and Sinason Teicher matters have been in violation of the 
Act, we will consider the possibility of investigating those matters on our own 
motion. 

An appropriate order will be entered. 

Chairman MORSE concurring in result: 

Although I arrive at the same result reached by the majority, I disagree with 
the majority’s decision that this Board has power under sections 15 and 22 of 
the Act to issue cease and desist orders. This agency is one of limited jurisdic- 
tion created by statute. We have the authority and jurisdiction granted to us 
by the Congress. We have no authority or jurisdiction not specifically granted to 
us or necessarily implied from the general or specific authority. Within the 
framework of that statutory authority we should exercise our jurisdiction to 
its fullest extent to carry out the purposes and intent of the various statutes, but 
we cannot arrogate unto ourselves jurisdiction in excess of that granted to us by 
statute. The fact that the agency has purported to exercise cease and desist 


* While the court in Jsbrandtsen continued to state that, until approval, the agreement 
is subject to the oneration of the antitrust laws, that view is opposed to the weight of 
authority. See U.S. Nav. Co. v. Cunard 8.8. Co., 284 U.S. 474 (1932); Far Hast Conf. 
v. United States, 342 U.S. 570 (1952); American Union Transport vy. River Plate € 
Brazil Conf., 126 F. Supp. 91 (S.D.N.Y. 1954), affirmed 222 F. 2d 369 (2d Cir. 1955). 
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authority in the past does not, in’‘my mind, justify a continuance where clearly 
in excess of our statutory jurisdiction. 

Other agencies that exercise cease and desist authority do so in reliance on 
clear and explicit statutory authority.” 

Section 17 of the Act specifically grants the authority to require carriers to 
cease and desist from charging unjustly discriminatory rates. No similar au- 
thority is contained in sections 14, 15, or 16. Accordingly, I construe the 
specific inclusion of the power in section 17 to be a necessary exclusion of similar 
power under the aforementioned sections 14, 15, and 16. 

If the Congress had wanted us to have cease and desist authority generally 
it would either have omitted any reference to cease and desist authority in sec- 
tion 17, or it would have included cease and desist authority in section 22. The 
authority in section 22 to “make such order as [the Board] deems proper” does 
not enable us to exercise unlimited and unrestrained jurisdiction and authority. 
In my opinion, adequate remedies lie in section 15 and in our right to obtain 
injunctive relief from the courts.” 

ORDER 


At a Session of the Federal Maritime Board, held at its office in Washington, 
D.C., on the Sth day of June A.D. 1956 


No. 764 
Mirsur STEAMSHIP CoMPANY, LTD. 
v. 
ANGLO CANADIAN SHIPPING Co., LTD., ET AL. 
No. 773 
AMERICAN PoTraSH & CHEMICAL CORPORATION ET AL. 
v. 
AMERICAN PRESIDENT LINEs, LTp., ET AL. 


These matters being at issue upon complaints and answers on file, and having 
been duly heard and submitted by the parties, and full investigation of the 
matters and things involved having been had, and the Board on the 8th day of 
June 1956, having made and entered of record a report stating its conclusions, 
decision, and findings thereon, which report is hereby referred to and made a 
part hereof: 

It is ordered, That Pacific Coast European Conference and its members, as 
named in the Appendix, cease and desist from effectuating any interpretation of 
said conference’s Shippers Rate Agreement inconsistent with the interpretation 
set forth in the report herein; and 

It is further ordered, That the complaint in Docket No. 764 be, and it is hereby 
dismissed, except as to the charge that the conference’s interpretation of its 
Shippers Rate Agreement constitutes an unapproved agreement in violation of 
section 15, Shipping Act, 1916; and 

It is further ordered, That the complainant in Docket No. 773, be, and it is here- 
by, permitted to withdraw its complaint. 

By the Board. 


(Sgd.) <A. J. WILLIAMs, 


Secretary. 
APPENDIX 


Anglo Canadian Shipping Co., Ltd.; Blue Star Line, Ltd., Canadian Transport 
Co., Ltd.; Compagnie Generale Transatlantique (French Line) ; The East Asiatic 
Co., Ltd. (A/S Det Mstasiatiske Kompagni) ; Fruit Express Line A/S; Furness, 
Withy & Co., Ltd. (Furness Line) ; Hamburg-Amerika Linie (Hamburg Ameri- 
can Line); “Italia” Societa Per Aziono di Navigazione (Italian Line) ; 
Dampskibsaktieselskapet Jeanette Skinner, Skibsaktieselskapet -acific, 
Skibsaktieselskapet Marie Bakke, Dampskibsaktieselskapet Golden Gate, 


%*N.L.R.B., 29 U.S.C., sec. 160(c) ; F.C.C., 47 U.S.C., sec. 312(c) : I.C.C., 49 U.S.C., sec. 
15(1) ; F.T.C., 15 U.S.C., sec. 45(b) ; and C.A.B., 49 U.S.C., sec. 642(c). 

7 West India Fruit € Steamship Co. v. Seatrain Lines, 170 F. 24 775 (2d Cir. 1948). 

Commission on Organization of Executive Branch of the Government, report to Congress 
on Legal Services and Procedures, March 1955, Recommendation No. 50 (p. 85). 
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Dampskibsaktieselskapet Lisbeth (Knutsen Line—Joint Service) ; Nippon Yusen 
Kaisha; Norddeutscher Lloyd (North German Lloyd); N. V. Nederlandsch- 
Amerikaansche Stoomvaart-Maatschappij (Holland-America Line); Osaka 
Shosen Kaisha, Ltd.; Fred. Olsen & Co. (Fred Olsen Line) ; Rederiaktiebolaget 
Nordstjernan (Johnson Line); Rederiet Ocean A/S (J. Lauritzen, managing 
owners) (Lauritzen Line) ; Royal Mail Line, Ltd.; Seaboard Shipping Co., Ltd. ; 
States Marine Corp., States Marine Corporation of Delaware (States Marine 
Lines—Joint Service) ; Westfal-Larsen & Co. A/S (Interocean Line) ; Western 
Canada Steamship Co., Limited; regular members of the Pacific Coast European 
Conference and American President Lines, Ltd., an associate member of said 
conference. 


APPENDIX 11 
[Traffic World, Jan. 9, 1958] 


Court TEMPORARILY ENJOINS MARITIME BOARD’S ORDER IN SHIP CONFERENCE 
RATE CASE 


The U.S. Court of Appeals for the Ninth Circuit, at San Francisco, Calif., 
has issued a temporary injunction barring the Federal Maritime Board from 
enforcing an order which directed the Pacific Coast European Conference to 
stop “penalizing” shippers who, on instructions from their customers, used 
nonconference vessels. 

In its contested order the FMB told the conference to cancel or clarify a 
notice to shippers that they could not use nonconference vessels for f.o.b. or 
f.a.s. cargo without losing the benefit of lower contract rates (T.W., Jan. 4, 
p. 52). 

The issue was first raised in 1956, in the Board’s decision in No. 764, Mitsui 
Steamship Co., Ltd. ‘v. Anglo-Canadian Shipping Co., Ltd. The conference 
appealed that decision to the ninth circuit court, and the court thereafter issued 
the temporary injunction against enforcement of the Board’s recent order. 
The court said the FMB could not enforce that order until after the case had 
been heard on its merits. 

Enforcement of the order, the court said, would cause the conference to 
“suffer certain and irreparable injury through the breakdown or destruction 
of the conference’s current rate structure in, that giving of the notice would 
suggest to the members of the conference the advantages of withdrawing there- 
from.” It asserted that the FMB order would give “to outside shippers a means 
of capturing business otherwise available to conference members and to all 
shippers modes of avoiding the uniform rate structure and of paying the rates 
therof under the system heretofore in effect.” 


APPENDIX 12 


The following wire was received late Friday afternoon January 30, 1959: 

“Account Federal Maritime Board hearing including legislative committee and 
conference meetings regret have not been possible conclude consideration all 
correspondence concerning Koten Maru shipment the date of 2d February here- 
tofore notified you as final time extension. Hereby extend to 2d April. 


J. F. McArt, 
Pacific Coast European Conference. 


APPENDIX 13 


APPEALS COURT REMANDS CASE TO FMB ror FURTHER HEARING ON CONFERENCE 
RATE Pact 


(Capsule report of Traffic World of March 7, 1959, on the court remand of the 
Federal Maritime Board case) 


A Federal court of appeals has held that a seller of goods who has signed 
a ship conference agreement requiring him to use ships of conference members 
exclusively and who actually has the choice and does choose the carrier, even if 
he sells his goods f.0.b., is “bound to choose a conference carrier.” 
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This finding was made in a decision in which the U.S. Court of Appeals for the 
Ninth Circuit set aside an order of the Federal Maritime Board which held that 
the interpretation of the conference agreement by the conference that the agree- 
ment applied to all shipments, regardless of the terms of sale, was in effect a new 
agreement and must be approved under section 15 of the 1916 Shipping Act. The 
court remanded the case to the FMB for further action. 

The decision was in No. 15-241, Anglo-Canadian Shipping Co., Ltd., et al. v. 
United States and Federal Maritime Board. 

The appeals court observed that the FMB had for the most part devoted its 
report to a discussion of the terms of the shippers’ rate agreement as it applied 
to shipments in the trade of goods on an f.o.b., f.as., cif., or ¢c&f. basis, 
and it further asserted that there was a question as to whether or not the Board’s 
findings supported its order. 


“CONSTRUCTION” OF RATE AGREEMENT 


The court said that, on further hearing, the Board would be able to give the 
conference and others an opportunity to establish what was precisely the con- 
struction of the rate agreement by the conference, which was furnished to signa- 
tories to the agreement in 1954, after Mitsui Steamship Co., Ltd., had entered 
the trade. 

The Pacific Coast European Conference, according to the findings of the Board, 
had told the signatories to the agreement that the shipment of cargoes via Mitsui 
was in violation of the agreement and that “not only then, but generally, the 
conference was taking the position that its shippers’ rate agreement applied to 
all shipments regardless of the terms of sales’; and that “if a foreign buyer 
insisted that under the terms of an f.o.b. or f.a.s. sale he had the right to direct 
the routing via a nonconference vessel, the seller must refuse to make the sale.” 

The terms used in connection with sales agreements were defined in a footnote 
to the court’s report as follows: “F.o.b.—free on board; f.a.s.—free alongside; 
c.i.f.—cost, insurance, and freight; c.&f.—cost and freight.” 

The Board’s decision was in No. 764, Mitsui Steamship Co., Ltd. v. Anglo 
Canadian Shipping Co., Ltd., et al. (T.W., July 7, 1956, p. 63). 


BOARD’S FINDINGS 


The court said that the Board found that “f.o.b. and f.a.s. shipments were ship- 
ments of the foreign buyer and not of the signatory seller * * * and hence that 
f.o.b. and f.a.s. transactions, which are shipments of the buyer, are not covered 
by the shippers’ rate agreements.” The Board held that this was the meaning 
of the agreement as initially approved. 

The Board said it found it unnecessary to consider whether the interpretation 
of the agreement by the conference was detrimental to the commerce of the 
United States, and whether the interpretation should be approved or dis- 
approved, and that it could not find that the interpretation resulted in violation 
of sections 14, 16, or 17 of the 1916 Shipping Act. It said, further, that it 
could find no injury to Mitsui, and also found that the interpretation by the 
conference was a modification of the approved agreement which had not been 
approved by the Board. Therefore, it said, since the interpretation had been 
effectuated without FMB approval, in violation of section 15 of the 1916 act, 
the respondents were ordered to cease and desist from effectuating any inter- 
pretation of the shippers’ rate agreement inconsistent with the Board’s inter- 
pretation as set forth in its report. 


REFERENCES TO OTHER DECISIONS 


After relating the fact that Mitsui had been permitted to join the conference 
and had been denied the right to withdraw from the litigation before the Board, 
te court said another circumstance should be understood. This, it said, was 
the fact that after the filing of a petition for review in the instant case, the 
Court of Appeals for the District of Columbia, in Isbrandisen Co. v. United 
States (239 F. 2d 933), had held a similar dual-rate system per se unlawful, 
and that this decision was affirmed by the Supreme Court in Federal Maritime 
Board vy. Isbrandtsen Co. (356 U.S. 481). Later, said the court, Public Law 
85-626 was enacted, making valid until June 30, 1960, any dual-rate contract 
in use by members of a conference on May 19, 1958. 
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The court said that the parties agreed that for the 2-year life of the statute 
and for the purposes of the instant case, the effect of Public Law 85-626 was 
to make the Isbrandtsen decision or its reasoning “not applicable to this case.” 

The court held, contrary to the petitioners’ position, that dual-rate agree- 
ments as integral parts of the conference agreements, were subject to FMB 
approval under section 15 of the 1916 act, in the light of Jsbrandtsen Co. Vv. 
United States (211 F. 2d 51). Also, it observed, River Plate & Brazil Conf. v. 
Pressed Steel Car Co. ((2d Cir.) 227 F. 2d 60), held an action by a steamship 
conference against a shipper for alleged breach of contract was not enforceable 
because the agreement had not been approved by the FMB under section 15 
of the 1916 act. 

CHOICE OF CARRIER 


In the discussion preceding its finding that the seller had actual choice of 
the carrier, even though he had sold his goods f.o.b., and was, therefore, obliged 
to choose a conference carrier, the court dealt with the Board’s view. This 
was that in f.o.b. sales, “since the goods are presumptively delivered to the 
buyer at ship’s rail, it presumptively is the buyer who has the right to designate 
the bailee,” and that where the seller did not “maintain a security title to the 
goods,” selection of the carrier was made on behalf of the buyer. The court 
then said: 

“We are of the opinion that the Board’s interpretation of the meaning of the 
written instrument is too rigid; that it disregards legal rules commonly applied 
in the construction of legal writings. We think the Board’s order involves an 
oversimplification of what transpires when goods are exported, and transported 
by ship, and that this appears from the Board’s own report.” 

After further discussion of the grounds for the Board’s conclusion on this 
matter, the court said: 

“It seems plain to us that under the terms of the shippers’ rate agreement in 
any case where the signatory seller actually has the choice and does choose the 
earrier, even though he may have sold f.o.b., he is bound to choose a conference 
carrier. We so hold. Whether the agreement may have an even more incon- 
clusive operation is something we are not required to decide at this point. What 
has been said so far discloses that the order of the Board must be vacated and 
the proceedings must be remanded for further action by the Board.” 


COURTS FURTHER VIEWS 


The court then indicated the limitations on its power to give directions to the 
Board as to its further proceedings, but said it was not amiss for it to indicate 
at this point further reasons why it thought the Board’s decision could not stand 
and why it (the FMB) had misconceived its proper function in rendering the 
decision under review. 

The court observed that the Board’s cease-and-desist order was directed ex- 
clusively to an asserted interpretation by the conference of the shippers’ rate 
agreement, but that the complaint had contained no allegation that respondents 
were enforcing an interpretation of the agreement which had not been filed with 
or approved by the Board. 

“When the Board turned up with a report which was based upon a finding of 
a lack of approval of a new conference interpretation without a prior joinder 
of issue upon such a question,” said the court, “it was but natural that the 
present record as to the conference’s construction of its agreement is most 
unsatisfactory.” 

The court said the Board based its finding as to the interpretation of the 
agreement by the conference on a statement of the chairman of the conference. 

The court said it appeared to it that the construction of interpretation “must 
be something besides conversation.” It added that “if the conference actually 
enforced against a shipper or shippers a particular interpretation of its agree- 
ment and evidence to that effect were produced, that would furnish solid evi- 
dence of what the construction or interpretation was.” 

However, said the court, the record, “sketchy as it is, because of lack of hear- 
ing upon a stated or framed issue,” tended to indicate that the construction by 
the conference of the shippers’ rate agreement “was substantially different from 
that which the Board found it to be.’ On further hearing, the court said, the 
Board would be in position to give the petitioners and other interested parties 
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an opportunity to establish precisely what the construction or interpretation of 
the conference was—“in short, to determine with exactitude what agreement 
has been made and enforced.” Then, said the court, the Board would be in 
position to perform the function entrusted to it “by section 15.” 


APPENDIX 14 


Van Waters & Rogers, Inc., 
TRAFFIC DEPARTMENT, 
Seattle, Wash., February 26, 1959. 
Subject: Liquidated damage claims against Van Waters & Rogers on f.o.b. sale 
of cotton linters. 
Mr. J. F. McArt, 
Chairman, Pacific Coast European Conference, 
San Francisco, Calif. 


Dear Mr. McArt: Thank you very much for sending me a copy of the Ninth 
Circuit Court opinion in the Mitsui case. I have carefully studied that order 
and find that Van Waters & Rogers is definitely not liable under two major 
points discussed by the court. 

(1) On page 17 of the decision you will note the conference withdrew a can- 
cellation order against Stauffer Chemical Co. under similar circumstances 
involved here. Therefore, we should be similarly treated, as were all other 
shippers. 

(2) This company had absolutely nothing whatsoever to do with the book- 
ing, Selection of ship, or anything else on these cotton linters. That has been 
demonstrated both by the buyer and the shipper. Van Waters & Rogers had 
absolutely no control or even knowledge whether the ship used by the buyer 
of these linters was conference or nonconference. The circuit court laid great 
emphasis on that fact. 

For the two major reasons given above and all the other reasons outlined 
earlier, we request that this entire matter be dropped by the conference insofar 
as Van Waters & Rogers is concerned. Normal shipper-carrier conference 
relationships can then be resumed. 

The present situation is anything but good for the steamship carriers in- 
volved. As the resumed proceedings before the Federal Maritime Board will 
undoubtedly take many months, it is certainly in the carrier’s interest to en- 
courage this company to use conference vessels during the pendency of this 
matter. Please advise the conference decision. 

Very truly yours, 
VAN Waters & Rogers, INCc., 
Frep H. ToLan, 
General Traffic Manager. 





APPENDIX 15 


Paciric CoAst EUROPEAN CONFERENCE, 
San Francisco, Calif., March 13, 1959. 
Mr. Frep H. ToLan, 
General Traffic Manager, 
Van Waters ¢€ Rogers, Inc., Seattle, Wash. 

DEAR Mr. ToLan: Receipt is acknowledged of your letter dated February 26, 
1959, your file X-29, which was received during my absence from the office. 

Mr. Leonard James of conference counsel, who has handled the legal aspects of 
the shipment which went forward on the Koten Maru, is presently out of the 
country. Your letter will be presented to him for his consideration promptly 
upon his return which it is trusted will be prior to the date previously notified 
to you; namely, April 2, 1959. 

I might add that the conference does not view the opinion of the U.S. Court 
of Appeals for the Ninth Circuit in case No. 15241 in the same light as that out- 
lined by you. Under the circumstances, therefore, I cannot accede to your 
request that the entire matter be dropped insofar as you are concerned. 

I will write you, as indicated, as promptly as possible after Mr. James’ 
return to the country. 

Yours very truly, 
J. F. McArt, Chairman. 
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APPENDIX 16 


Pacific COAST EUROPEAN CONFERENCE, 
San Francisco, Calif., April 1, 1959. 
Mr. Frep H. Tovan, 
Seattle, Wash. 


DEAR Mr. TotAn: This letter will confirm my teletype message to you of this 
date, same reading as follows: 

“Reference previous correspondence concerning shipment your linters via 
nonconference vessel Koten Maru. Further consideration your views has not 
altered opinion this shipment constituted violation your shippers rate agreement 
with this conference. Accordingly, this telegram constitutes renewal notice of 
liquidated damages of $5,060, now due and payable on or before May 2, 1959, 
failing which thereafter noncontract rates will become applicable. As explained 
in our notice of November 8, 1957 addressed to you and all other contract ship- 
pers, rate agreement applies all shipments regardless terms of sale. Cannot 
accept your view that your customers have unilateral contractual rights but be- 
lieve you are bound by rate agreement to confine all shipments your goods to 
conference lines, failing which noncontract rates must be assessed.” 

Yours very truly, 
J. F. McArt, Chairman. 


APPENDIX 17 


{Wire received by Van Waters & Rogers, Seattle, Wash., from Pacific Coast European 
Conference } 
May 1, 1959. 
Please refer previous correspondence concerning Koten Maru cotton linter 
shipment. Subject receiving further consideration and in view thereof date of 
2d May referred to in our tel 1 April 1959 extended to 2d June. Foregoing also 
applicable to your affiliated companies. 


APPENDIX 18 


[Wire received by Van Waters & Rogers, Seattle, Wash., from Pacific Coast European 
Conference } 

June 1, 1959. 
Have given further careful consideration Koten Maru cotton linter shipment 
last reference our telegram 1st May, including developments which have since 
taken place connection congressional hearings, and conclusion reached conference 
position as previously advised you Should be maintained. Foregoing contem- 
plates settlement on basis previous offer, in absence of which noncontract rates 

become applicable effective 3 June 1959. 
PACIFIC COAST EUROPEAN. 


APPENDIX 19 


Frequently goods are sold to foreign receivers f.o.b. U.S. plant of origin, or 
f.o.b. U.S. port of exit. There are also many other terms and conditions in 
normal business transactions. In such instances the foreign buyers control 
the water movement and oftentimes exercise this right and specify the use of 
a noncontract carrier. This places the U.S. shipper in a very difficult position. 
If he fails to recognize a choice of carrier by the foreign buyer he may lose the 
order. On the other hand, if he does recognize the choice of carrier the con- 
ference may try to penalize him for failure to utilize a conference carrier. Be- 
cause foreign trade plays such an important part in the economy of this country, 
shippers do not feel they should be placed in this position. Therefore, the league 
believes that U.S. shippers should be permitted to use a nonconference carrier 
if instructed to do so in a bona fide manner by a foreign buyer. Further, con- 
ferences and water carriers should honor such shipments when the bill of lading 
is endorsed by the shipper that “carrier was selected by buyer.” Penalties 
for false statements or misbilling are covered elsewhere in the act. This would 
be a safeguard against abuse. 
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Attached as appendix B are representative comments by league members on 
this feature. 

Certain parent companies are also faced with a serious problem when sign- 
ing a conference agreement. Some conferences take the position that the agree- 
ment covers all subsidiary divisions, associated or affiliated companies. Fre- 
quently the parent company has no control over the shipments of these other or- 
ganizations. Take the example of affiliated companies who have a separate 
board of directors and a complete staff of officers. The league believes confer- 
ences should not make a contract with the parent organization binding upon all 
other interested associates. 

Frequently a shipper has numerous commodities moving in foreign trade, 
Some of these commodities can and do move via conference vessels. On the 
other hand, there are certain bulk or explosive commodities not susceptible to 
transportation via these vessels. The league feels it is imperative that these 
specific cases be taken into consideration and exempted from any Steamship 
Conference agreement. The same is also true when moving material in private, 
chartered, or leased vessels. 

Mr. Garmarz (presiding). Mr. Downing? 

Mr. Downtne. You stated that you think that your membership In 
the conference was canceled as a direct result of your letters to Sen- 
ator Magnuson and Chairman Bonner. 

Mr. Toran. Yes, you have everything that I have received or the 
company has received. 

Appendix 18 is the last communication that we have had from the 
conference and unilaterally, sir, we must believe the veracity of their 
statement. Nothing has extended the June 3 deadline. 

You have the same words we have. 

I would suggest, sir, that your interpretation would probably be 
the same as mine or otherwise why would the words “connection con- 
gressional hearings” be used as the reason for terminating on June 
3, when this matter had been kept on a continuing basis for many 
months prior to that May 3 letter to Chairman Bonner and to Sen- 
ator Magnuson ? 

Mr. Downrna. Just reading it quickly, I cannot take that in di- 
rectly. The telegram reads: 

Have given further careful consideration Koten Maru cotton linter shipment 
last reference our telegram first May, including developments which have since 
taken place in connection congressional hearing and conclusion reached con- 
ference position as previously advised you should be maintained. 


This committee was holding hearings during that time and we had 
been discussing the f.o.b./f.a.s. matter. 

Mr. Tonan. Yes, sir. It was not until May 3 in a letter already in 
the files of that committee that the Van Waters & Rogers position 
in connection with the congressional hearing was made known, was 
taken. 

Mr. Downtnc. We were holding hearings during that time, too, 
of corse. 

Mr. Totan. I appreciate that, sir. 

Mr. Downrne. You had been notified then that you were subject to 
cancellation ? 


oe 


_Mr. Toran. We had been notified on May 1. That is appendix 7, 
sir. 

I have given the committee everything in the appendix that is 
pertinent to this matter. 

Mr. Downtne. The first claim that the conference made that you 
had violated your contract was on what date? 
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Mr. Toxan. I think appendix 3, sir, if I am not mistaken. 

Mr. Downtnea. On October 20, 1958 ? 

Mr. Touan. Yes, sir. 

Mr. Downtnea. In which they assessed this penalty against you 

and told you that if it was not paid within a certain period of time 
you would go on noncontract rates? 
' Mr. Toran. They said if it was not paid within 30 days, we would 
go on noncontract rates. During this time, sir, you will recall in 
part from the earlier testimony here that the Federal Maritime Board 
in the FMB docket, that is ¢ ited as appendix 10, here had decided that 
matter generally favorable to the Van Waters & Rogers position and 
a court test had been taken in California against that rate. 

The court had not ruled on that and admitted] y that was some- 
thing of a hanging decision. There was no clearcut rule whether the 
Federal Maritime Board was right or the conference was right on 
their interpretation of this f.o.b. matter. That, I think, in all fair- 
ness to the conference, because we certainly want to be fair, was one 
of the reasons, I would not say the only one but one of the reasons 
that engendered the extensions. 

Mr. Downtna. Do you have the arbitration clause in your con- 
tract with the conference ? 

Mr. Touan. I believe so, yes, we have had the standard contract. 
Yes, sir. 

Mr. Downtna. Have you resorted to that arbitration clause? 

Mr. Toran. No, sir; because the issue was not cleared until June 
3. It is only 1 week old and at the present time we do not know that 
we would not have a countermanding decision to this one prior to 
June 3. Nothing has transpired since that time so now it Is up to 
the company to, one, either pay the 10 percent of the $5,000 which- 
ever is negotiated, pay nonconference rates, go to arbitration, or go 
to suit, and that decision has not been reached yet. 

Mr. Downrnc. You would certainly go to arbitration, would you 
not ? 

Mr. Totan. We certainly would before we went beyond that, yes, 
sir. ™ 

Mr. Downina. At the present time you are paying noncontract 
rates ? 

Mr. Toran. Yes, sir. I do not believe we have a shipment, which 
is one of the reasons why the problem is prospective rather than 
immediate. 

Mr. Downtna. They have not taken any action against your com- 
pany to collect this penalty, have they ¢ 

Mr. Totan. No, sir. They have not. Our biggest fear is this one: 
We maintain a branch in Sin Francisco and a branch in Los Angeles 
where shipments are made by phone. They are not written contracts 
in the sense that it is more of a continuing business transaction, “De- 
liver this to pier 2; deliver it to pier A; deliver it to any number of 
spots. Deliver it to forwarder’s point.” We effectuate our contract. 
Hundreds of calls would be proffered over a month. We make the 
shipments. We have not the slightest idea whether they are going 

anywhere and, in the case of the gentleman from the California Pack- 
ing Co., undoubtedly they have a more crystallized position where they 
have fixed contrac ts, knowing the destination, and are in a position to 
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control it and possibly be in a position to put clauses in written con- 
tracts that would protect that; but, for the ordinary small shipper 
making these repeated sales over and over and ov er, business just is not 
done that w ay. It is done on the telephone and we have a contingent 
liability that can be monumental. 

Mr. Downina. Are there any other companies similar to yours that 
are in a similar position with the conference 

Mr. Touan. Yes, sir. In appendix 10, sir, if I could direct the Con- 
gressman’s attention there without burdening the record, there are 
numerous companies named by name. There is Stauffer Chemical Co. 
and numerous cotton shippers. ‘This is a widespread problem, so wide- 
spread that Mr. Grant Arnold, former president of the National In- 
dustrial Traffic League, t testified on a national basis on this subject. 

Appendix 19 is an extract of his statement. 

Mr. Down1nc. Appendix 10 does not list any cases. 

Did they cancel the contracts with these companies that are listed in 
this : appendix # 

Mr. Toran. No, sir. If I could direct the Congressman’s attention 
to appendix 14, sir, I cite in the first paragraph there on page 17 of the 
decision, you will note, that the conference withdrew a c ancellation 
order against Stauffer Chemical Co. under similar circumstances 
involved here. 

Therefore, we should be similarly treated as were other shippers. 
We were not similarly treated. 

Mr. Downine. Do you know whether there were the same facts 
involved ? 

Mr. Toran. It was an f.o.b. deal, yes, sir. It was substantially the 
same facts. We were not a party in the appendix 10 case but from the 
decision it appears that the substantial facts are identical. 

Mr. Downina. Were there any other companies where the confer- 
ence withdrew a cancellation order ? 

Mr. Toran. I believe in that case you will find that the Borax Co. 
was equally involved and there are others. I cannot recall them at the 
moment. 

Mr. Igowntna. But you are the only company, to your knowledge, 
where the contract was canceled and the fine was assessed ? 

Mr. Totan. That is correct. Let me assure you that a fine was 
assessed but it isnot paid. Our company would fight to the very bitter 
end before we would ever pay that because of the precedent that would 
be involved as I think I have documented here. It has been assessed 
but not paid. 

We feel very sincerely on this point that we hold no brief for these 
cute transactions, these fraudulent transactions that change title to 
take advantage of a tramp arrangement. 

We think that the conference contract requires the shipper to fur- 
nish information. We think the legislation that this Congress should 
put in should be very demanding on the shipper that he open his files 
and show the -bona fides of his actions, when he shows that he has 
done nothing to use his influence. For example, if our company called 
to make a contract for a nonconference shipper we would be penalized 
but where we do nothing and that can be brought out, we think Con- 
gress should protect us against this type of monopoly treatmer it, if you 


will. 
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Mr. Downtna. Do you know whether these other companies wrote 
to the subcommittee or to their Senators or Representatives ? 

Mr. Toran. No,sir. Idonot. Wetriedtohandlethis. It was our 
hope that it could be handled as a straight open and aboveboard dick- 
ering between the conference and a good shipper via the conference 
but Mr. MeArt’s position is not reconcilable with that view. 

I want to emphasize, sir, that no communication between Van 
Waters and the conference, to the best of my knowledge, is deleted 
from this. You have all the facts. Whether they are favorable to our 
view or unfavorable, we have tried to give you every single piece of 
correspondence, so that it was our hope that each Congressman on the 
committee would ask himself whether he would feel he was protected 
if he were the seller under the circumstances involved herein. 

Mr. Downine. Have you had informal conferences with the chair- 
man of the conference ¢ 

Mr. Toran. No, sir. I am in Seattle. The situation engendered 
in Los Angeles and Mr. McArt is in San Francisco and no conference 
has been arranged. In fact, it was not known whether it was a prob- 
lem until June 3, of course. 

Mr. Downtna. The statement that you have given us here is the 
entire record ¢ 

Mr. Touan. Yes, sir. I should state, in all fairness, that I sent an 
advance copy of this statement to Mr. McArt so that we have nothing 
to hide a if there is something wrong, we certainly want to be the 
first one to have it brought out. 

Additionally, when we wrote this committee and wrote to Senator 
Magnuson, we sent Mr. McArt an open copy so that he would know 
our views. 

Mr. Downine. Thank you very much, sir. 

Mr. Garmatz. Mr. Mailliard. 

Mr. MaruurArp. I do not believe I have any questions, Mr. Tolan, 
but I think you have given us some very interesting and well docu- 
mented material. 

Mr. Totan. Thank you, sir. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. You have no objections to the conference system or the 
dual rate system, as such ? 

Mr. Totan. No, sir. I think it is an essential system. In taking 
the position here on this one point which, to us, is an all important 
crucial point, we are not saying that the rest of it is perfect. Cer- 
tainly I could suggest, as I am sure most of the people in the room 
could suggest, things that we think might improve it, but basically it 
isa good, a very good SV stem. 

Parenthetically, I would like to urge one thing as a result of other 
people’s statements. I would certainly hate to see this congressional 
group, if it is inclined to do it, which I sincerely doubt, ever take 
the position that the first or basic rate should be made by any gov- 
ernmental agency rather than initially by the carriers and the shipper 
involved. If there is to be any rate fixing, I certainly think it should 
only be on complaint or something of ‘an unusual nature but cer- 
tainly never put the Federal Maritime Board in the position of fixing 
initially at least the rates that will be involved. 
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Mr. Cassy. Of course, this particular problem is paramount with 
your company right now. Is there any other problem that you have 
had in the past to which you think this committee’s attention should 
be directed ¢ 

This one, of course, just happened to you a few days ago and you 
are very much concerned with that one problem. 

Is there any other problem that you think should be specifically 
called to our attention / 

Mr. Totan. There is only one that has been up before, sir. It has 
been touched on by other people. 

I sincerely hope the group first does continue the conference system, 
and the du: al-rate system properly administered is good. 

There is one point that is a repeated irritation on the west coast 
in particular and that is that you sit down with your friends in the 
steamship business, you work out mutually satisfactory rates with 
our west coast conference and then have them go absolutely to a dead 
end because the East Coast to the Orient Conference will not agree 
to adjustments that have been twice, if you please, and three times 
approved on the west coast. 

Requiring concurrences between competitive conferences before 
shipper- agreed- -upon and carrier-agreed-upon rates can be made effec- 
tive, I think, is almost scandalous. I think possibly stronger words 
could not have been ad. 

Mr. Casry. A witness who spoke just before lunch testified that 
there would be sufficient competition between conferences to where 
you would have your rates fairly reasonable. Where you have these 
joint agreements between particular conferences, you eliminate that 
competition, do you not? 

Mr. Totan. Yes, sir. 

Mr. Casry. You think that that might be a bad practice, then, to 
have this tying arrangement between conferences where one controls 
the other ? 

Mr. Touan. Yes, sir. It is particularly bad when the membership 
of the two conferences are not the same and I am sure this committee 
is well familiar with the fact that most conferences have different 
memberships and the interests of the transportation companies are not 
the same. Their responsibilities to their shippers are not the same, 
and to allow one to sit as more or less of an appellate body over the 
other is, I feel, basicaly improper. 

Mr. Casey. Is there anything else that you think needs to be called 
to our attention that possibly we have not had the benefit of having 
called to our attention ? 

Mr. Toran. No, sir, I do not. I think this is a pretty good work- 
ing proposition that has been dev eloped over these years. We have 
excesses of administrative bureaucracy in the conference such as the 
one that has been documented here, but in all fairness we are mem- 
bers of, I believe, 29 separate conferences and it is only the Pacific 
Coast. European Conference and the correspondence from Mr. Me- 
Art that has developed in all of these years of operation. Surely 
we could all pick little things apart and I am sure anything that 
this committee would come up with would equally have flaws in 
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operations 40 years from now, but I do feel that we should continue 
essentially as we are now but take out these excesses of bureaucracy 
conference management such as here documented. 

Mr. Casey. Mr. Tolan, if I were in your place I do not know as 
I would approach this as rationally as you have and I think you are 
to be commended. 

Mr. Totan. These people are honest. I am sure Mr. McArt’s po- 
sition is one of overenthusiasm for a conviction. 

Mr. Casey. That is the understatement of the year. 

Mr. Garmatz. Mr. Johnson. 

Mr. Jounson. I have no questions. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have one question, sir. 

Do you have a copy of your conference agreement at hand, sir? 

Mr. Totan. No, sir. I donot. Iam sorry. I got the wrong one. 
I have the Pacific Coast Westbound Conference here, which is quite 
comparable to it. 

Mr. Cowen. Does it have a clause in there whereunder, if you can- 
not get an f.o.b. customer to use a conference vessel, you are required 
to refuse to make the sale ? 

Mr. Totan. No, sir; I am confident that that is not there. That is 
there by the conference’s interpretation. 

Mr. Cowen, could I refer you to my statement here, appendix No. 
8, which is a letter from Mr. McArt to a Mr. Loring, and what he 
does, and what we take such violent exception to, is unilaterally he 
reads that clause into the contract. Now no other conference, at 
least as far as our company is concerned, has ever put on that kind 
of glasses but Mr. McArt can read that into the ‘nglish language 
when none of the rest of us can. ; 

Mr. Cowen. Then am I to understand, sir, that it is Mr. McArt’s 
position and, of course, the position of the conference, that unless 
your purchaser f.o.b. would ship by conference vessel then you shall 
not make the sale ? 

Mr. Touan. In essence, that is it. I think that is a fair state- 
ment. 

Mr. Cowen. That is all. 

Mr. Toran. I believe it is almost a verbatim statement. 

Mr. Downtna. I have one question, Mr. Chairman. 

What chance do you think you would have in persuading the con- 
ference to extend your contract period pending arbitration ? 

Mr. Toran. Oh, they are pretty reasonable fellows in the individual 
lines. Individually they are fine; collectively, I hold my head. 

Mr. Downrna. I suggest that you contact your conference with 
that in mind, Mr. Tolan. 

Mr. Touan. I certainly shall. I will send the counsel a copy and 
see what happens. 

Thank you for your kind attention. 

Mr. Garmatrz. Thank you very much, Mr. Tolan, for a very fine 
statement. . 

At this time I would like to insert in the record a letter from the 
American Potash Chemical Co., Mr. Quinn, and also his statement. 
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(The documents referred to follow :) 


AMERICAN PoTaSH & CHEMICAL CoRP., 
Los Angeles, Calif., June 9, 1959. 
File : 1020—-6—A 
Rospert H. Cowan, Esq., 
Counsel, Subcommittee on Steamship Conferences, 
House Committee on Merchant Marine and Fisheries, 
San Francisco, Calif. 


Deak Sir: With reference to the hearings scheduled in San Francisco on 
June 9, 10, and 11, 1959, before the House Subcommittee on Steamship Con- 
ferences, I very much regret that because of conflicting engagements it will not 
be possible for a representative of our company to testify in person. 

However, I am enclosing herewith a brief statement setting for the views 
and position of our company on this subject, and I respectfully request that it 
be incorporated into the record. 

Very truly yours, 
AMEBICAN POTASH & CHEMICAL CorP., 
C. M. Quinn, Trafic Manager. 


STATEMENT IN BEHALF OF AMERICAN POTASH & CHEMICAL CORP. TO BE FILED IN 
CONNECTION WITH HEARINGS BEFORE THE SPECIAL SUBCOMMITTEE ON STEAM- 
SHIP CONFERENCES IN SAN FRANCISCO ON JUNE 9, 10, AND 11 


INTRODUCTION 


My name is C. M. Quinn and I am traffic manager of American Potash & 
Chemical Corp., hereinafter referred to as American Potash, with offices at 
3000 West Sixth Street, Los Angeles, Calif. 

American Potash is a producer of heavy chemicals, including borax, a sub- 
stantial part of which moves in export from the United States to various for- 
eign countries in Europe and elsewhere. I am generally familiar with the 
rates and practices of the various steamship conferences as the result of my 
experience with such export shipments. 

This statement is submitted in lieu of oral testimony before the Subcommittee 
on Steamship Conferences for the purpose of expressing the views of American 
Potash & Chemical Corp. with respect to the study now in progress by the sub- 
committee regarding steamship conference practices. 


FACTS AND POSITION OF AMERICAN POTASH IN THIS PROCEEDING 


American Potash is one of the largest producers of boron products in the 
United States. Its plant is located at Trona, Calif., where it manufactures and 
ships large quantities of heavy chemicals, including borax and boraciec acid. 
Much of this product is exported from Los Angeles to points in Europe as 
shown in the following table for the last 3 years: 


Short tone 
PN ins senss iacla eis ceo era eek DR A hes ae A te is ae ee eS 32, 950 
TOE ce tesetits ack esac cata hah datas eg a iced tbs ta trl Ride a dts Bch diguda neva edipepalghnnd 33, 292 
I in nn tg i i a a tS ra 81, 811 


Freight rates and charges on these products represent a very substantial per- 
centage of the cost of the material at point of shipment. The products move in 
quantity and constitute highly desirable cargo for vessels in the export trade. 

American Potash is party to shippers’ rate agreements with various confer 
ences including the Pacific Coast European Conference. Our company is highly 
interested in the maintenance of a stabilized and reasonable rate structure, and 
it is not opposed to the system of steamship conferences as such nor is it opposed 
in principle to the dual rate system under which such conferences normally 
operate. It has found in the past that the conference system in this respect has 
contributed to the maintenance of a desirable degree of stability from the point 
of view of rates and service. 

The only point of conflict that American Potash has ever had with the dual 
rate system, as applied by the Pacific Coast European Conference in particular, 
has arisen out of the contention by the conference that the requirements of its 
shippers’ rate agreements apply not only to all shipments of products in export 
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made by purties to such shippers’ rate agreements but also to shipments sold 
f.o.b. the harbor to persons who are not parties to shippers’ rate agreements 
and who, after taking title to the products at the harbor, exercise their legal 
right to export them by nonconference vessels. This interpretation insofar as 
it applies to such f.o.b. harbor shipments is in opposition to the interpretation 
given to the contract by the Maritime Board and by the company over a long 
period of years. 

It has for many years been the practice of American Potash to sell a sub- 
stantial part of its products which ultimately move abroad on an f.o.b, harbor 
basis. This policy is of long standing and was not designed and has never been 
availed of for the purpose of avoiding the obligations of American Potash under 
its shippers’ rate agreement with the conference. It has consistently been the 
view of American Potash that its shippers’ rate agreement requires that move- 
ment of products sold on an f.o.b. harbor basis be made via conference vessels 
where the routing is left in its hands and is actually made by it. When, on the 
other hand, an f.o.b. purchaser, who is not himself a party to a shippers’ rate 
agreement, exercises his unquestioned legal right to route products to which 
be has taken legal title and routes them via a nonconference vessel, it is the 
view of American Potash that no violation by American Potash of its shippers’ 
rate agreement with the conference occurs or could oceur. The conference, 
however, has in the past taken the view that the shippers’ rate agreement covers 
shipments under these circumstances and that, if American Potash cannot per- 
suade its bona fide f.o.b. customers to use conference vessels, it is required by 
its agreement with the conference to refuse to make such sales. 

This issue has been the subject of litigation before the Maritime Board and 
in the courts, particularly in the so-called Mitsui case with which this committee 
is familiar. The Maritime Board, in effect, decided in that case that the shippers 
rate agreement did not apply to f.o0.b. sales unless the vendor retained a security 
title. The Board, however, was recently reversed by the U.S. Circuit Court of 
Appeals for the Ninth Circuit (264 Fed. 2d 405) which held that the shippers 
rate agreement applies to f.o.b. shipments where the vendor in fact actually has 
the choice and does choose the carrier. The court did not specifically pass on the 
further questions involved but remanded the ease to the Maritime Board for 
further consideration in accordance with the court’s opinion. Presumably, 
therefore, at some time in the not-too-distant future the Maritime Board will 
have occasion to resolve this question one way or another. 


CONCLUSION 


The position of American Potash & Chemical Corp. may be summarized by 
stating that it does not oppose the conference and dual rate system, provided, 
however, that the shippers rate agreements through which the dual rate system 
operates are not construed in such a way as unduly to hamper the bona fide 
export policies of parties entering into such agreements with the conference. 

It is the further view of this company that an interpretation of a shippers 
rate agreement that would require a party to a shippers rate agreement to re- 
fuse to sell f.o.b. unless the purchaser agreed to ship via conference vessels 
would unduly hamper its bona fide export policies and would be detrimental to 
the foreign commerce of the United States. 

While it is recognized that the construction and interpretation of the specific 
detailed provisions of a shippers rate agreement are perhaps matters more ap- 
propriate)y within the administrative rather than the legislative province, the 
point is, in our view, an important one for this committee to bear in mind. This 
is not only because of the economic aspects of the matter and their effect on the 
foreign trade of the United States; it is also because, at least in the absence of 
specific provision on the subject in the shippers rate agreement expressly ap- 
proved by the Maritime Board, acquiescence by a party to the agreement in the 
interpretation urged by the conference may well involve a serious danger that 
the shippers rate agreement exceeds the immunity from the antitrust laws pro- 
vided in the Shipping Act and may well result in serious antitrust violations. 

Respectfully submitted. 

AMERICAN PoTasH & CHEMICAL CorP.. 
C. M. QuINN, Traffic Manager. 


Mr. Garmatz. The next witness is Mr. Muzzy, overseas district 
freight traffic manager of Morrison-Knudsen Co. 
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You may proceed, Mr. Muzzy. 


STATEMENT OF A. C. MUZZY, OVERSEAS DISTRICT TRAFFIC MAN- 
AGER, MORRISON-KNUDSEN C0., INC., SAN FRANCISCO, CALIF. 


Mr. Muzzy. Thank you, Mr. Chairman. 

This company is engaged in heavy construction projects in various 
foreign countries around the world. “We buy our equipment, materials, 
and supplies not only from this country but from many foreign sources 
as well. 

Weare currently using the services of independent shipping and also 
the services of various conferences as a contract shipper. The ship- 
ping cycle of a normal overseas project will average from 2 or 3 years 
with the peak occurring within a few months after the contract is 
awarded and tapering off slowly. With new projects being continu- 
ally started as old ones are completed, we are steadily shipping not 
only from both coasts and the gulf here in the United States but also 
from overseas ports. 

Our engineers and estimators are continually bidding on new work 
and it is obvious that we are interested in stabilized shipping rates 
that can be closely estimated in advance. Rates as shown in the exist- 
ing conference tariffs are merely the ceiling rates. Actual rates are 
usually negotiated just prior to the commencing of the actual ship- 
ping cycle or during the initial stages. The rate factors are usually 
as follows: 

The size and influence of the shipper together with his ability 
to use another conference from a different coast. 

2. The effectiveness of independent steamship competition. 

3. Whether or not conference line members are sailing reasonably 
full ships or are “hungry” for cargo. 

Where a big shipper and/or manufacturer is moving cargo that 
is more or less uniform and can be considered under one tariff de- 
scription, the conference will, if the pressure is heavy enough, insert 
a special rate in their tariff for this 1tem described in a manner that 
generally restricts the use of this rate to the one shipper. In the event 
a heavy construction contractor is commencing on a large shipping 

program and has made a successful request for lower rates, the prob- 

ao of reducing almost all categories of material is ‘solved by 
granting a special project. rate that establishes either several flat. uni- 
form rates cover ing two or possibly three broad categories of items, 
or granting a percentage reduction on all items in the tariff. This 
works well, and is the conference’s answer to the bidding practice 
of independent competition where project-type shipping is antici- 
pated. 

It pointed out that all of these special rates are granted only when 
the inducement is strong enough. A small shipper or even a relatively 
large one may not expect to enjoy these reduced rates if the conference 
has reason to believe the independent competition is weak, and the 
shipper is forced by other factors to buy in the United States and ship 
via conference lines. 

This contractor feels that steamship rates should be stabilized at 
a level that is somewhere between the service-destroying low point 
that might possibly result from an unbridled rate war and the ex- 
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tremely high level that is forced on shippers where there is no effec- 
tive independent competition. We have no personal knowledge of 
the low-point problem but are presently experiencing application of 
full contract tariff rates to Taiwan where the construction timetable 
does not permit the additional intransit time required by independent 
competition from the east coast. This, together with the lack of any 
effective independent competition from the west. coast put this con- 
tractor in a poor barg gaining position in his request to the conferences 
involved. 

Many of the contracts handled by this company are financed wholly 
or in part by Development Loan F ‘unds, World Bank, Export- Import 
Bank, or International Cooperative Administr: ation (ICA). The 
financing of this particular construction cone in Taiwan is ad- 
ministered by ICA and its regulation No. 1 as amended November 
1957, allows full conference rates to be re leibaeded under paragraph 
201.7(¢) (2) (i). It is the responsibility of this contractor to con- 
serve iain funds by obtaining the lowest possible shipping rates 
consistent with effective service. In this particular case, even the 
so-called favored contract rate is, in our opinion, extremely high. 
In this connection, the following observations are presented: 

My request for reduced rates was politely rejected by both con- 
ferences involved. 

With ICA funds reimbursing this contractor for full conference 
rates, it was difficult for the conferences to understand why we should 
be so concerned when the transportation costs were not coming directly 
_ the contractor’s pocket. 

. The conferences have granted various Chinese governmental 
agencies a concession by est: ablishing a $52 ceiling rate on Chinese 
military cargo to Formosa. Bear in mind, that military cargo is 
anything used by the military, ranging from foodstuffs, toothbrushes, 
clothing, through armament to construction mac hinery. In my letter 
dated February 6, 1959, to Mr. J. A. Dennean, chairman, Far East 
Conference, the following is quoted as outlining our position and 
protest against the rejection of my request : 

You state in your letter of February 3 that you have studied your cost very 
earefully and intimate that your existing rates are only high enough to produce 
a fair margin of profit. Your rates of $84 for electrical equipment and machine 
tools, $63 for roadmaking implements, construction, mining, conveying, equip- 
ment, are called to your attention as examples. On these and many other 
similar items, members of the Persian Gulf Conference are avidly soliciting 
tonnage of the same items and apparently making a fair margin of profit at 
a flat $383 a ton, weight, or measure. Your own conference is apparently 
extremely happy to haul this same cargo for $52 to Keelung under your FEC 
tariff No. 22, original emergency section, page 1, effective May 1, 1957. To my 
knowledge, this has not been rescinded and (quoting from your February 3 let- 
ter) : “In return for reasonable rates we are furnishing to contractors, shippers, 
und consignees, not only to Formosa but to other areas in the Far Hast, fast, 
dependable services most helpful to the rehabilitation and development of areas 
in the Far East, such as Formosa, Korea, ete.””’ Mr. Dennean, if $52 is a “reason- 
able” rate when doing business with one group, why must $84 or any other higher 
rate appear to be “reasonable” when ICA funds are being expended? 

We have no record of Mr. Dennean attempting to answer this ques- 
tion. 

We have procurement offices overseas, and note that foreign manu- 
facturers are becoming highly competitive with producers in the 
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United States. The application of high freight rates by an uncon- 
trolled conference is no aid to U.S. industry. 

In conclusion, we urge that no legislation be passed that will aid 
the conferences in stamping out the balance wheel of independent 
competition. We believe this would not be in the best interest of 
U.S. industry, or the taxpayer who is underwriting the oversea aid 
programs. 

Respectfully submitted. 

Mr. Garmarz. Mr. Downing. 

Mr. Downrnea. This is a very interesting statement. 

[ have no questions at this time. 

Mr. Garmarz. Mr. Mailliard. 

Mr. Mariurarp. Yes, Mr. Chairman. 

Mr. Muzzy, taking your concluding paragraph, it is stated in such 
general terms that [ wondered whether you would have any opinion 
as to whether that means that you would be opposed to legalizing the 
dual rate contract. 

Mr. Muzzy. Yes; I am opposed to it because it would work a hard- 
ship, I believe, on the independents and stamp them out by thus gain 
ing absolute control or establishing a monopoly. In this particular 
case where no independent competition from the west coast 1s present, 
the conference has not demonstrated a willingness to establish fair 
rates, 

Mr. Marutarp. You do not believe that we could decrease legisla- 
tion which would permit the shipper-tying system to be used but 
would also assure a fair shake for the shipper? 

Mr. Muzzy. It might be done, sir. 

Mr. Maurarp. Do you have any definite opinion as to whether the 

Shipping Act exemption from antitrust laws for the conferences 
themes lves is a good idea? Do you think we ought to do away with 
confernces entirely 

Mr. Muzzy. No, sir. I do not. 

Mr. Marnziarp. But you believe that the conferences can operate 
effectively without the use of a contract system ? 

Mr. Muzzy. As far as my position or our position as a heavy con- 
struction contractor, yes. I will not attempt to speak for a small indi- 
vidual shipper shipping one commodity at a time. 

Mr. Maitiarrp. That is all. 

Mr. Garmartz. Mr. Casey. 

Mr. Casry. Do you ship all of your goods on a project basis in your 
various construction projects ? 

Mr. Muzzy. When I can, by negotiation, produce a project rate. 

Mr. Casey. Are you a signatory to any conference contracts ? 

Mr. Muzzy. Yes, sir. 

Mr. Caspr. You are a signatory to the Far East Conference? 

Mr. Muzzy. Yes, sir. I am. 

Mr. Casry. And this letter that you quote here was with reference 
to your negotiations for a project rate? 

Mr. Muzzy. For a project rate, yes, sir. 

Mr. Casey. Is there dual rate in the Far East Conference? There 
is, is there not? 

Mr. Muzzy. I cannot.answer that, sir. I was not particularly inter- 
ested. The high rate or the contract rate was far too high, in my 
estimation. 
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Mr. Casey. Are you usually successful in getting a lower rate on a 
project basis, lower than that that is quoted on the contract rate? 

Mr. Muzzy. Not always, sir. No, sir. 

Mr. Casey. I know you were not in this inst: ince, but I mean as a 
rule have you been successful ? 

Mr. Muzzy. At other times, no, and I am using independent compe- 
tition in some cases. 

Mr. Casey. Where you are using independent competition, have 
they endeavored to assess any penalty ? 

Mr. Muzzy. No, sir, because I have not violated any contract. I 
never signed a contract with them to start with. I use independent 
competition exclusively to certain areas. 

Mr. Casey. You use independent competition exclusively in certain 
routes that you ship on ? 

Mr. Muzzy. Yes, sir. 

Mr. Casey. And in those routes where you have the independent 

competition you do not become a signatory to the conference contract 
where the independent competition is available? 

Mr. Muzzy. Where effective independent competition is available 
Iam able to negotiate ofttimes for a special project rate with the con- 
ference. I then sign a contract. with the conference and use them 
where they can provide, in my estimation, better service at lower cost 
or equal cost. 

Mr. Casey. You just sign a contract for that particular project, do 
you not ¢ 

Mr. Muzzy. Yes, that is right. 

Mr. Casey. Your situation is different from the ordinary exporter 

or importer and from a manufacturer or a canner or something of 
that nature, a food processor? In other words, your shipments are 
not necessarily regular. You have a particular construction project 
and you know th: at dur ing the time of construction you are going to 
have certain materials going over there and that is when you make 
your contract ? 

Mr. Muzzy. It follows a general pattern, yes, sir. 

Mr. Casey. In this Far East Conference route there is no independ- 
ent that you can deal with ? 

Mr. Muzzy. There is, but the service is longer. There is service 
going east and west. The service going east through the Suez is regu- 
lar, dependable, but longer. 

On this construction program, I took it up with the principals of 
the company and they could not allow that additional time required 
in transit. 

Mr. Cassy. The time element involved there was material to your 
construction job ¢ 

Mr. Muzzy. Yes, sir. 

Mr. Casrty. You say it is longer. Do you mean there would be a 
longer route that the independent would travel 

Mr. Muzzy. Two or three weeks longer in transit. 

Mr. Casey. What is the difference between the two rates? You have 
$84 for electrical equipment. Do you recall what the independent rate 
would have been ? 

Mr. Muzzy. The independent rate would no doubt have been on a 
flat rate basis. This was asked for of the conference but not granted. 
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Therefore, it is difficult to pick an average; but I would say generally 
it would result in a 20 percent to a 22 percent reduction in rate by the 
independent. 

Mr. Casey. Even though the independant was going to haul it a lot 
farther due to the course that he took ? 

Mr. Muzzy. Yes, sir. 

Mr. Casey. What did you finally do in this instance; or have you 
done anything yet? 

Mr. Muzzy. Yes, sir. I signed a contract with both conferences 
off of both coasts and I am shipping regularly on conference lines 
and paying the extra premium. 

Mr. Casey. Yous: ay “extra premium” ? 

Mr. Muzzy. For better service. 

Mr. Caspy. You are paying the higher rate on the conference rather 
than to take the independent who would not give you quite as good 
a service ? 

Mr. Muzzy. Yes, sir. 

Mr. Casey. In this instance, of course, you think the independents 
would keep the rate more reasonable as stated in your last paragraph 
there; but do you think that there is anything that this committee or 
the Congress could do with reference to this particular problem that 
you cite here to have any board of review; or do you think that that 
should be left to you businessmen to fight out? 

Mr. Muzzy. I think that by leaving the independents in business 
they will balance it out. Supply and demand norm: ully will do so. 

Mr. Casry. You have one in business here but he just was not going 
to give you the type of service and as quick service as you wanted. 
In this particular instance, would you have liked to have been able to 
go to a governmental agency that would say to this conference, “You 
have this too high” ? 

Mr. Muzzy. In this particular case ; no, sir. 

Mr. Casry. You use it as your pr ime ext ample. 

Mr. Muzzy. I do, and by the growth of the independents they will 
operate into this area and other areas, but the conferences have either 
stamped out the competition here or have gathered in the shipping 
to the extent that the on cannot ret a foothold. 

Mr. Casey. Wait a minute. I do not quite reconcile that. You 
started out saying that the independents will grow in this area and 
then you turn around and say that the conferences stamped them out. 

Mr. Muzzy. I will not say “stamped them out.” They have forced 
them—or maybe not forced them; but the independents have not been 
able to get a sufficient hold in the tonnage to actively compete with 
them. 

Mr. Casry. Is there anything that we could do that would encour- 
age the independents and still not wreck the shipping industry ? 
After all, you are citing an example that these conference men point 
up as one of their strong points. They point up their better service. 

Mr. Muzzy. I have not followed the legislation as closely perhaps 
as I should have, but I have gathered that there is certain legislati ion 
that could work a hardship on the independents. That, I would not 
like to see, if such is before the Congress. 

Mr. Casey. Your situation is a little different from the average 
shipper. I think that has to be taken into consideration, too. 
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Mr. Muzzy. That is correct. 

Mr. Casey. Thank you very much. 

Mr. Garmatz. Mr. Zincke. 

Mr. ZinckKe. I have no questions, sir. 

Mr. Garmatz. Mr. Cowen? 

Mr. Cowen. I have no questions, sir. 

Mr. Garmatz. Thank you very much. 

Mr. Muzzy. Thank you. 

Mr. Garmatz. The next witness will be Mr. Morin, director of 
traffic, Fibreboard Paper Products Corp. 


STATEMENT OF R. A. MORIN, DIRECTOR OF TRAFFIC, FIBREBOARD 
PAPER PRODUCTS CORP., SAN FRANCISCO, CALIF. 


Mr. Garmatz. You may proceed. 

Mr. Mortn. My name is R. A. Morin, are of traffic, Fibreboard 
Paper Products Corp., 475 Brannan Street, San Francisco, Calif. 

We are pleased to have the opportunity of appearing before this 
< to express our views covering the issues brought about by 

the decision of the Supreme Court of the United States in finding 
against the conference system on ocean shipping and transportation 
and on which your committee must recommend some course of action 
by June 30, 1960. 

Fibreboard Paper Products Corp. has been in the export business 
since 1896. It produces paper cartons and containers, paperboard, 
roofing, and roofing materials, plaster and plasterboard, paint, as- 
bestos “products, insulation materials, and other products. Its plants 
are located in the 11 Western States. It is therefore vitally con- 
cerned with the export of its products through west coast ports to 
various areas of the world. 

We feel that this matter is of extreme importance to the export 
shipper as well as the carriers. Even though the apparent purpose 
of the shipping conferences seems to be the elimination of rate com- 
petition between its members through mutual agreement on uniform 
rates and standards of conduct, and to adopt methods for limiting the 
competition of nonconference lines, it will not be our purpose to 
condemn or support the maintenance of the dual-rate system except to 
severely criticize the practices which have grown up in connection with 
the establishment and procedures adopted by the various conferences 
insofar as ratemaking is concerned. 

On the other hand, we do not feel that the dual-rate system has done 
anything to stabilize rates or services by the various ocean carriers 
under present conditions, nor is it fair in all aspects of its operation. 
The shipper availing himself of such a contract is put in the anoma- 
lous position of either being penalized by the conference for non- 
compliance with his contractual terms or Tosing the business from the 
buyer because of nonconformity as to the buyer’s instructions in using 
nonconference lines of his choice. This is particularly true on ship- 
ments sold in the foreign markets on an f.o.b. plant or f.a.s. terms at 
the port. 

The water movement in such an instance is under the exclusive con- 
trol of the buyer which the seller cannot change because these are the 
conditions existing in the particular market involved. This is con- 
trary to the free flow of commerce. 
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Again, it is possible that the dual-rate system could cause a monop- 
oly in that if the independent operator did not elect to join such a 
conference, such independent could conceivabley receive little or no 
traffic. It is felt that the independent or nonconference line has 
bad a considerable effect in keeping ocean freight rates at a rei peceeaple 
level in many instances. Under such circumstances and before ex 
tending present practices beyond June 30, 1960, we feel that the com- 
oe “should seriously consider the following corrective action : 

. It is our considered opinion that whenever a conference is ap- 

a ‘hed by a shipper for a particular adjustment in the rates from 
a specified port or ports to a particular area or areas of the world, the 
conference must consider that proposal on its merits. Under no cir- 
cumstances should the proposed exrgpronpsn be referred to another 
conference to determine whether or not such proposal is acceptable 
to them. For example, if our ssa should propose a rate adjust 
ment on one or more of its products from the port of San Francisco 
or Los Angeles, Calif., to Manila, Philippine Islands, Hong Kong, or 
other Far East ports, it should not be referred to any conference servy- 
ing the Atlantic seaboard or gulf coast ports and denied because of 
nonacceptance of the proposed rates from such other ports. We 
recently had the occasion to submit a proposal on roofing and roofing 
materials from San Francisco to Manila suggesting a certain rate 
After it was considered it was referred to the Atlantic seaboard car 
riers and not concurred in. Upon requesting independent action to be 
taken from western ports the answer was that if they took such action, 
regardless of the merits of the proposed rate, the Atlantic seaboard 
carriers would immediately follow suit and the only result would be 
that the carriers would reduce their revenue without any resultant 
advantage being gained by the west coast shipper irrespective of 
the geographic al advant: ge apparently in favor of the west coast 
ports. This, of course, is fallacious and tends to be arbitr: ary and 
contrary to freedom of action. We submit, either the present or the 
pl ‘oposed rate from west coast ports is unduly high or the establish- 
ment of the same or approximi ately the same rates from the Atlantic 
seaboard is too low. They both cannot be right because the difference 
in distance, operating conditions, and tolls must have some pronounced 
effect. on cost, west coast versus the east coast, to such Far East 
destinations. 

Whether or not in the above illustration excess profits result from 
either port it suggests that the conference system tends to keep rates 
on a more unrealisic level than would be the case under a properly 
balanced competitive procedure. This, in our opinion, is only brought 
about because of the agreement of the various carriers of the con- 
ferences in controlling the freight rates to a level which can, in 
many instances, but result in unreasonableness one port versus another 
and undue preference and prejudice between shippers. 

The question, of pean arises as to how can this or similar situa 
tions be corrected, or at least alleviated, to the point where actual 
transport: ition ¢ onli ions and factors are considered in connection with 
individual requests or proposals submitted to the conference for ac 
tion? Competition is just as strong in markets of the world as it is 
at home; possibly even more so ‘considering foreign competition. 
We do not feel that reasonable conditions will prevail unless U.S. 
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exporters know the rates of their competitors or what is being pro- 
posed. This, in our opinion, can only be attained by the proper - dock- 
eting and publication of proposed changes to permit all concerned to 
be advised and to enable them to present their views, in support or 
opposition, on a consolidated record and the subject ‘handled on its 
merit. Unless some procedure is adopted in the matter of considering 
rate adjustments or proposals, exporters have no way of knowing 
what the competitiv e conditions are or will be in establishing foreign 
markets. Such dockets may be made available by subscription or 
published weekly in some acceptable manner. 

We further feel that any conference or member of a conference 
should exercise the ri ight of independent action on any proposal that 
directly affects the conference or himself, which is so essential to 
meeting competition at proper reason: ably compensatory rates. 

. Notification of any action taken as a result of the above docketing 
ores edure should be publicized at least 30 days in advance instead of 
the present situation where revision may not be known until approxi- 
mately 30 days after a change becomes effective. 

As a corollary to the “above docketing, independent action, and 
advance notice procedure, it is our opinion that if, after appeal, on 
any action taken the matter has not been successfully concluded before 
the carrier ratemaking body that it should be subject to review of the 
Federal Maritime Board. It has been our experience that the Board 
today does not have any direct control over the reasonableness of the 
rates per se. To our knowledge it has no maximum or minimum rate 
power nor may it suspend any of such rates. Let me say that we are 
not a strong advocate of strict and inflexible rules and regulations 
to be observed in establishing rates via any mode of carrier. Further- 
more, We are opposed in principle to any State or Federal commission, 
committee, board or agency being the sole judge, jury, manager and 
master as to how a particular transportation agency or pub lie utility 
in the transportation business shall conduct its business with the result 
that such stringent rules and regulations are a handicap instead of a 
benefit to all concerned. 

On the other hand, and in the interests of sound ratemaking, and 
to avoid undue preference and prejudice, we think that any of the 
actions of the conferences should be susceptible of review by the 
Board. It appears doubtful that the Board has ever compelled a con- 
ference to reduce a rate, with the result that the rates are established 
today on any level which the conference wants to establish. It is 
therefore recommended that when properly submitted and advertise . 
proposals fail in their purpose that some procedure be adopted « 
enacted which would permit an unbiased review of all the facts in 
the case. The Board, in my opinion should have the power of sus- 
pension, particularly when requested to do so by an aggrieved shipper 
and the facts presented justify an appropriate investigation. 

The matter of having the tariffs of the water carriers available 
is most important to American exporters. In many instanes it is 
impossible to get a copy of such tariffs. In other cases shippers are 
actually refused a copy of such tariffs and this creates a handicap 
which is difficult to overcome. These tariffs should be furnished free 
or if necessary a reasonable charge be assessed by the conference or 
the carrier. Supplemental matter should be forwarded promptly to 
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keep the publication up to date in all respects. It is extremely im- 
portant that the shipper be able to verify his own rates and the re- 
sultant freight charges in meeting competition and not to learn at a 
later date that through misinterpretation or misunderstanding the 
rate should properly be $23 instead of $30. This can result in dis- 
crimination against certain commodities from different localities de- 
pending upon the interpretation placed upon the tariff by the person 
quoting the rate. 

6. In this connection great strides can be taken by the conferences 
in simplifying their tariffs, some of which are quite complex. It is 
felt that most shippers realize the need for tariff simplification and 
uniformity of language of rules and regulations as well as descrip- 
tions applied to various commodities. A program along such lines 
a be most welcome and attainable. 

. We believe that the shipper cannot in all cases control the rout- 
ing ane even though he has signed an exclusive contract with a par- 
ticular conference he should not. as stated above, be penalized because 
of the demands of the buyer. We also feel that any such dual rate 
arrangement, if desired and applicable, should not necessarily involve 
affiliated or subsidiaries of a company signing a dual-rate contract 
because in many instances such affiliate or subsidiary operate on an 
autonomous basis. 

In conclusion we think, and the conference should recognize, that 
as one serving the public they are as much vested with the canopy of 
“public interest” as are our domestic rail, highway, and other carriers 
and therefore have a specific and undeniable duty to cooperate and 
work with the shippers by adoption of the above suggestions. 

We are very cognizant that the problems of the maritime industry 
may be somewhat different than that of domestic carriers and that 
perhaps the advantages of the conferences or the dual rate system 
can overcome the questionable features inherent therein. In any 
event and regardless of what this committee may recommend as the 
result of the testimony they hear in this investigation, it must be 
emphasized that present practices are, in our opinion, unfair to the 
shippers and to the economy of this country. Therefore the sugges- 
tions enumerated above or reasonable alternatives should be estab- 
lished whereby the water carriers and the exporters of this country 
can work in harmony and understanding respecting the serious rate 
and competitive problems which both encounter. The solution will 
not be simple but I am sure that after due and proper thought and 
consideration improvements can be made in the present conditions 
which will prove mutually beneficial to all concerned. 

That is the end of my statement, Mr. Chairman. 

Mr. Garmarz. Mr. Morin, how much do you ship a year, roughly ? 
Can you give me an idea of your volume ? 

Mr. Morty. In tons? 

Mr. Garmatz. Or moneywise. You have so many types of prod- 
ucts listed here. 

Mr. Morin. Our main products of export are roofing and roofing 
materials and paints. I did not mention paints. 

Mr. Garmatz. You mentioned paint here. 

Mr. Morrn. And cartons and containers. 

Mr. Garmatz. How much volume is it moneywise or tonnagewise ? 


a 
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Mr. Mortn. $4 million or $5 million. 

Mr. Garmatrz. Mr. Downing. 

Mr. Downtne. I have just two questions. 

On page 4, you stated that you did not believe that reasonable con- 
ditions will prevail unless U.S. exporters know the rates of their 
competitors or what is being proposed. 

Mr. Morrn. That is correct. 

Mr. Downtne. Do you not know the rates that your competitor has 
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5 
S Mr. Mortrn. But we are not only interested in the rates in the same 
| conference. We want to know what the rates of our competitors are 
a from another conference. 
g Mr. Downrna. Is that information not available to you if you con- 
tacted your own conference ? 

] Mr. Mortn. It possibly could be but many agencies or many offices 
‘ of the conferences do not maintain tariffs applicable from their ports 
, |) to the same destinations and then, if I wire to New York or to the 
e || headquarters of the competing conference in the same foreign mar- 
» | kets, 1 must rely upon the interpretation of a rate clerk in New York 
t | or New Orleans or wherever they might be stationed, and I do not 
" know whether he has given me the correct rate or not. 

Mr. Downina. But that is pretty general in every case where you 
t | request a rate. Even in your own conference you are relying on a 
f | rateclerk unless you check it yourself. 
s ff Mr. Mortn. In our own conference we have the tariffs. We get 
| |) the tariffs in the Pacific Western Conference. We have them. 


Mr. Downine. But you can get these figures. It is just that it is 

inconvenient, 

t Mr. Morin. And unreliable. 

ai Mr. Garmatz. Will the gentleman yield ? 

Mr. Downina. Yes. 

. Mr. Garmatz. How do you know they are unreliable? 

Mr. Mortn. I gave the illustration in my testimony here about how 
we find out after a shipment is made that instead of the rate being $30 
it should be $23. This comes about because of conditions. 

Mr. Garmatz. How do you know that you do not get the right 
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tariff ? 

. Mr. Morrn. Because I do not see the tariff. 

l Mr. Garmatz. Because you do not see it does not mean that they are 
1 not giving you the right figure. 

. Mr. Morrn. The description in the tariff may be so complicated that 


the man making the quotation on the other end does not quite know 
what it is and I have a good illustration here. I do not have copies. 
? Mr. Garmatz. Maybe you should be more explicit in your letter to 
: him, 

Mr. Morty. I do not have time to write a letter. My sales depart- 
ment says, “Look. We have to make a bid on this particular product. 
What are the rates and what is the competition that we have to meet ?” 

So my alternative is not to writea letter. It is tosend a telegram or 


y > . 

: call him on the telephone and before I can reasonably accept the rate 
that he quotes me, he has to read practically every item in the tariff 
because the descriptions are not uniform. The descriptions in the 
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East Coast Conference are different than they would be in the West 
Coast Conference. 

Mr. Garmatz. You still have not answered my question. How do 
you know that you are not getting a true answer? 

Mr. Mortn. I do not know. 

Mr. Garmatz. Then why do you say it is not true? 


Mr. Mortn. I do not know whether I am getting the right answer. | 


I donot know whether I am getting the right rate. 

Mr. Garmatz. Why do you say that you are sure that it is not 
correct # 

Mr. Morrn. I do not mean to imply that I am sure it is not correct. 
It possibly could be not correct. 

Mr. Garmatz. Excuse me. 

Mr. Downrna. On page 6, in your statement, you stated that some- 
times shippers are not actually refused a tariff. 

Mr. Morrn. Oh, yes. 

Mr. Downrne. Do you know a specific example of that ? 

Mr. Morty. Yes. We have asked the East Coast Conference to give 
us the tariffs applicable from east ports and they said they would not 
furnish them unless we had a signed contract with them. All of our 
shipments are made out of west coast ports, and, because we did not 
have a signed contract with that particular conference, they were not 
in position to furnish us with the tariff. 


Mr. Downrna. I do not suppose they were obligated to furnish you 


with the tariff. 

Mr. Morty. I do not think so. We were willing to pay for them, as 
I suggested. 

Mr. Down1ne. Thank you very much. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Mariurarp. Pursuing that for a moment, is it not your experience 
that different conferences have widely different practices as far as 
making their tariffs available ? 

Mr. Morn. I think that is correct. 

Mr. Maruiarp. There are some east coast conferences where, if 
you wrote to them, they would give them to you and others would not? 

Mr. Morrn. That is right, and others might sell them to you. 


Mr. Marturarp. Some, as I recall our testimony, publish them and | 


they are available to the general public or shippers or anybody else 
that wants to pay a reasonable fee for them. 

Mr. Mortn. That is correct. 

Mr. Mariu1arp. Do you think that in working on either legislation 
or rules and regulations that this should be a uniform requirement of 
all the conferences that their tariffs be available to any interested 
party at a reasonable fee? 

Mr. Mortn. I do,sir. Yes, sir. 

Mr. Marut1arp. Do you not also have the problem of finding out the 
rates that may exist in conferences between foreign countries? 

Mr. Mortn. Yes, sir. 

Mr. Marr1arp. Where you may be in excess? 

Mr. Mortn. Yes, sir. 

Mr. Mar1arp. Are vou able to get those rates? 
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Mr. Morin. No, sir. In some instances, yes, in other instances, no. 
We get them by cable or otherwise. 

Mr. Mau1A4rp. Do you have an association in your industry that 
is nationwide in character ? 

Mr. Mortn. Insofar as exporting is concerned ? 

Mr. Maturiarp. No, I meant does your particular type of business 
have a national association ? 

Mr. Morin. Yes. We have the National Box Association and the 
Fibreboard Box Association. 

Mr. Maruiarp. Could not those associations obtain this informa- 
tion for you if you wanted to have it? 

Mr. Mortn. Not any more reliably than we could, sir. 

Mr. Marurarp. I just wonder. It would seem to me that some 
members of that association would undoubtedly be signatories to al- 
most every conference in the country and, if they wanted to pool the 
information that they got, they probably could do it? 

Mr. Morin. The point on that is Fibreboard Products maintains a 
traffic department that costs them $300,000 a year and we try to em- 
ploy the best talent that is available and we want to be able to furnish 
the services of the traffic department to the company through the 
traffic department without relying on some association to give us the 
information. 

Mr. Maiiurarp. I think that is all. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. I have one observation, sir. 

In answer to the chairman’s question a moment ago, where you did 
not know whether the information given you was correct in a rate 
question, are you intimating from that, sir, that one conference will 
call a spade a spade and another conference will designate it as being 
a different type product and that you are never able to find what cate- 
gory it will fit into from conference to conference ? 

Mr. Mortn. That is correct; not intentionally but through mis- 
interpretation of their reading of the tariff. 

Mr. Cowen. Each conference has its own designation as to what 
type and what scale of tariff it would come under ? 

Mr. Mortn. That is correct. 

Mr. Cowen. That is all I have, sir, just to clarify that point. 

Mr. Garmatz. Thank you, Mr. Morin. 

Mr. Morr. Thank you, sir. 

Mr. Garmatz. Is the gentleman here from the California Commodi- 
ties Corp. ? 

Will you give your name and title for the record ? 


STATEMENT OF PETER GAVIGAN, VICE PRESIDENT AND TREAS- 
URER, CALIFORNIA COMMODITIES CORP., SAN FRANCISCO, 
CALIF. 


Mr. Gavican. My name is Peter Gavigan. I am vice president and 
treasurer of the California Commodities Corp. 

I am going to read a portion of a letter addressed by my firm and 
six others to Representative Bonner and I will summarize on correc- 
tive action briefly. 
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SAN FRANCISCO, Catir., June 4, 1959. 
Hon. HERBERT C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, House of Representatives, 
House Office Building, Washington, D.C. 


Deak Sir: The undersigned are firms engaged in the importation into the 
U.S. Pacific coast ports of crude spices and allied commodities, their processing, 
packing, and distribution to bulk consumers and the retail trade. Our motive 
in writing is that we are convinced that the development of the spice trade on 
this coast has been seriously hampered by the fact that rates of ocean freight 
obtaining to movements of the commodities we use are frequently—it would not 
be improper to say ‘‘usually’”—higher than those prevailing to the Atlantic coast. 
That this results in higher landed costs here than in the Eastern States and the 
inland markets we can service are thus curtailed is axiomatic, ours being an 
intensely competitive business. That this situation has arisen in no small part 
from the attitudes and practices of the steamship conferences concerned and 
that it is not primarily the result of higher cost factors inherent in movements 
here is less obvious, but we believe that in many instances this is the case, and 
we wish to submit the following examples which are recent and, we think, 
illustrative : 

Black pepper.—This is, of course, the largest single item in the spice trade. 
In recent years, most pepper imported into the United States has been of Indo- 
nesian origin but, since the expulsion of the Dutch exporting firms from Indo- 
nesia, facilities for the cleaning and packing of the commodity have been con- 
centrated in Singapore. There is no other competitive source of supply in the 
world. 


I should qualify and say that at brief intervals the Indian market 
has been cheaper. 


Regular service between Singapore and this coast is maintained by vessels of 
the Straits/Pacific Coast Conference, a dual-rate, exclusive-patronage, confer- 
ence, and by an independent carrier, Isbrandtsen. 


And I have to say that Kawasaki Kisen Kaisha also maintains a 
service. 


For years, the conference rate was an onerous $90.50 per long ton, a rate 
which may have been actuarily justifiable when pepper was scarce and high 
priced, but which hardly corresponded te the low values which have prevailed 
in the last 3 years. (The high of the market during the Korean emergency 
was in the neighborhood of $2.60 per pound cost and freight, and the recent 
low was about 21 cents.) About a year ago, Isbrandtsen made a frank effort 
to obtain this freight by offering a rate of $70 per ton from Singapore to San 
Francisco and Los Angeles and $78.50 from Singapore to New York. They have 
not since deviated from these rates, which seem to bear some relationship to 
their operating costs. The conference at first stood firm but, in a trade where 
a quarter cent is an importer’s profit and an eighth of a cent a pound a haggling 
matter, the advantage given those exporters who were not signatory to the 
conference agreement was so great that the regular packers in Singapore were 
obliged, we would say, to find means whereby they could ship via Isbrandtsen, 
and they did. Early this year, all the more competitive sellers were shipping 
via Isbrandtsen, mostly by putting the business through a subsidiary firm not 
signatory to the conference agreement, and the conference “awoke” to the fact 
that their pepper trade had been lost. 

A summary of the action taken by the conference is as follows: Shortly after 
Isbrandtsen’s original reduction, the conference rate was lowered by $10 per 
ton, which left them uncompetitive as far as this coast was concerned but 
fairly competitive as far as the more important Atlantic coast trade was con- 
cerned. (The Straits/Pacific Coast and the Straits/Atlantic Conferences seem 
to have acted in concert on these matters.) This halfway measure did not, 
of course, secure the return of the lost Pacific coast business. Those packers 
who were, in the conference’s eyes, the main offenders were then put under 
pressure to discontinue independent shipments which some, at least, refused 
to do. At least one prominent packer even resigned from the conference. The 
conference retaliated by lowering its rate to $60 per ton for the month of 
March 1959 only, obviously trying to restore “shipper discipline” through the 
threat of a rate war. Isbrandtsen did not follow suit, nor were the packers 
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coerced. Since the end of March, the conference has imposed the $70 rate 
originally set by Isbrandtsen, but with one significant exception: They also 
apply the rate to New York movements. 

We submit that: 

1. Only the action of the independent carrier, Isbrandtsen, produced a 
long-overdue adjustment of an unnecessarily high rate. 

2. The actions of the Straits/Pacific Coast Conference were a disservice 
to our trade in that, aside from being ethically little better than an attempt 
at extortion, they show a total disregard on the part of the conference for 
the welfare, for the continued commercial existence, or their loyal signatory 
shippers and, secondly, seemed to constitute almost an invitation to a rate 
war. 

“3. With the exception of the initial decrease (which was overdue), the 
eause of rate stability in the pepper trade was, in this case, served by the 
independent carrier and disregarded by the conference. 

“4, In itself, the conference’s policy of maintaining parity between the 
rates from Singapore to the Pacific and Atlantic coasts of the United States 
amounts to a discriminatory differential as the operating costs involved 
would appear to be lower to this coast, although this is doubtless offset to a 
degree by higher unloading charges here. 

Saigon Cassia.—Cassia is the bark of a tropical relative of the laurel tree; 
when dried and ground it is sold in the spice trade as cinnamon. It is native 
to China, Indochina, and Indonesia. Some of the better qualities are pro- 
duced in South Vietnam and exported via the port of Saigon. Movements to 
this coast are subject to rates imposed by the Trans-Pacific Freight Conference, 
domiciled in Hong Kong. 


I would remark, parenthetically, a dual-rate exclusive patronage 
contract. 


No conference sets rates for movements to the Atlantic coast of the United 
States from Saigon. In point of fact, one carrier handles by are the largest 
share of the cassia, both to this coast and to the Atlantic coast. Their route is, 
generally, from Saigon to San Francisco or Los Angeles and thence through 
the Panama Canal to New York. Briefly, and almost incredibly, until a short 
time ago, the rate for the Saigon Pacific coast movement was nearly a cent 
per pound higher than the Saigon Atlantic coast rate, although, we reiterate, 
the preponderance of the cassia going to the Atlantic coast was carried by 
vessels which first called San Francisco or Los Angeles. 

Copies of an involved correspondence between one of us— 


me— 


and the Trans-Pacific Freight Conference, wherein an equalization was sought 
and denied, are enclosed. That the Trans-Pacific Freight Conference has sub- 
sequently declare the Saigon Pacific coast cassia rate “open” and that the carrier 
concerned imposes equal rates to our ports and to New York is, we suspect, due 
to the fact that an Isbrandtsen vessel appeared in the port of Saigon early this 
year, and not to a sudden burst of altruistic concern for the welfare of our local 
spice trade. 

Indonesian cassia.—The rates for movements from Padang, Sumatra, via the 
Pacific Ocean are, indeed, some $3 per metric ton higher to Atlantic coast des- 
tinations than to Pacific Coast destinations. However, one can ship cassia to 
northern European ports and there transship it to New York—but not to San 
Francisco, Seattle, or Los Angeles—for approximately 114 cents per pound less 
than this. This differential has permitted eastern grinders to “invade” the local 
market on occasion and bars our grinders from even so easterly a market as 
Denver and, in fact, confines their distribution to a narrow coastal area. 

That the Indonesian ports-Pacific coast rate is more than $40 per ton higher 
than the Saigon-New York rate now obtaining would seem to suggest that it is 
perhaps unreasonably high. 

Other articles.—All of the following articles carry higher rates of freight for 
earriage from point of origin to this coast than to the Atlantic coast: Indian 
celery seed, Madagascar cloves, African ginger, African chilies, Iranian cumin 
seed, Indian pepper, West Indian nutmegs and mace, ete. It is not surprising 
that the movement of Dutch caraway and poppy seeds should be a less expensive 
proposition to New York than, say, Seattle. This is justifiable and proper; 
however, it came as a great surprise to one of us to find that it was possible to 
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return a parcel of caraway seed which had been denied entry into the United 
States by the Food and Drug Administration to Holland for appreciably less 
money than was paid to ship it here in the first place, and far less than could 
be explained through a difference in wharfage and handling costs.’ No instance 
exists, as far as we know, where equal freights are imposed from the same 
point of origin both to the Atlantic and Pacific coasts when cost factors would 
seem to favor the Atlantic coast or be equal, and, actually, in cases where the 
cost factors would seem to favor this coast, only one instance, beyond the 
Isbrandtsen pepper rates, presents itself where this cost difference is reflected 
in the rates imposed, namely movements of chilies from Japan. 

Conclusions.—We are convinced that the dual rate conference system, operat- 
ing, as it has in the past, in a relatively untrammeled manner, is the source of 
many of the difficulties we have cited; that the system has tended to create 
differentials operating to the disadvantage of our local spice trade even in the 
absence of justifying cost factors. In addition to this ill, the dual rate confer- 
ence system has notably failed to provide reasonable rates, rate stability, or any 
great regularity or reliability of service. We cannot and do not pretend that, 
say, black pepper is a dire need, moralewise, in times of national emergency or 
that black pepper ground in San Francisco is more pungent than that ground in 
New York. We recognize the need for the preservation of the U.S. merchant 
fleet and we emphatically support the thesis that stable freight rates are highly 
desirable. We say, however, that these goals should be gained in a manner 
which does not produce the discriminatory side effects that the dual rate con- 
ference system has. If the monopolistic practices must be tolerated, let these 
practices be subjected to independent scrutiny to insure that they are fair prac- 
tices. We will make recommendations below: 

Firstly, however, we wish to deal with two arguments which have, from time 
to time, been presented in extenuation and justification of the generally higher 
rates prevailing for movements to our coast. It is alleged that the need to serv- 
ice a wide range of ports of discharge results in much higher discharge costs to 
the carrier than would apply in the Atlantic coast trade where business is 
largely confined to the port of New York. This is probably an argument with 
some validity in the coffee trade, but it does not apply to our trade as, with the 
exception of those services whose true raison d’etre is coffee, no carrier from the 
Far East actually serves the entire Los Angeles-Vancouver range. The second 
argument is that the dockage charges here and the labor charges for unloading 
are far higher than in the New York area, a point which we will concede for the 
sake of argument. However, this must be offset to a large extent by the wharf- 
age and handling charges which are imposed above the ocean freight here but 
included in the ocean freight rate on the Atlantic coast. The remaining cost 
difference must, we think, be far less than many of the freight differentials 
obtaining. If not, how can Isbrandtsen’s action in imposing a higher rate on 
pepper from Singapore to New York than to San Francisco be explained? 

Recommendations.—It is, first and foremost, our view that the dual rate sys- 
tem is too powerful a weapon to place in the conferences’ hands, that it deprives 
the shipper, or consignee, of all bargaining power and has permitted confer- 
ences to follow practices contrary to commonsense, common decency, and the 
commercial good of the United States. We earnestly urge that the dual rate 
system be made illegal for conferences engaged in the foreign commerce of the 
United States. The deferred-rebate system is, of course, no better. Should, 
however, it be deemed necessary that the dual-rate system be tolerated, we 
strongly urge the adoption of a series of safeguards, among which the following 
seem desirable to us: 

1. A uniform form of conference agreement should be developed and made 
mandatory. Among its features should be a requirement that decisions will be 
by simple majority of the members of the conference and the requirement that 
the rates available to nonsignatory shippers will not exceed preferential rates by 
more than a reasonable figure, say 5 percent. The purpose in this, frankly 
stated, is to make shipper-consignee adhesion to conference agreements only de- 
sirable or somewhat advantageous, not absolutely necessary, in cases where 
occasional independent competition only exists. Liquidation damages should not 
be allowed. In fine, some of the absolute powers of the conferences should be 


curbed and the shippers and consignees should be given at least a modicum of 
bargaining room. 


1 West bound, $54 per 1,000 kilogram ; eastbound, $33 per 2,240 pounds. 
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2. We further believe that all conferences engaged in the foreign commerce of 
the United States should be domiciled in the United States. Dealing at great 
distances with these people is doubly frustrating and, suggestions made below 
being adopted, the conferences would have to be effectively represented in this 
country. 

3. In addition, the rate-scrutinizing power of the Federal Maritime Board 
should be defined and enlarged and, to transfer this power from the realm of 
theory to the realm of practice, the procedures whereby a firm or individual 
can call a situation to the Board’s attention must be greatly simplified. We 
recommend the following specific provisions : 

(a) Conferences should be required to give advance notice of contemplated 
rate changes to the Federal Maritime Board at least 60 days in advance of 
the effective date of the change. Notice of the intended change should also 
be made to signatories to the conference agreement and to known con- 
signees who have received the commodity in question within a reasonable 
period of time, say within 1 year before the effective date of change. 

(bv) The Federal Maritime Board should maintain a board of review to 
pass on each and every proposed rate change and no rate should be per- 
mitted to go into effect without the approval of the board of review. The 
proceedings of this board should be of a sufficiently informal nature as to 
allow of the introduction of evidence by concerned parties without involving 
heavy legal expense. It is possible that such review could best be accom- 
plished by three boards sitting in cities on the three coasts of the United 
States. If a central board were established, however, it would be ex- 
tremely desirable that it maintain “fact-finding” agencies in cities of the 
three coasts. We have considered it superfluous to state that this review 
would apply to independent as opposed to tramp or charter rates, too, and 
that rates of a dangerously low character would not be approved as well 
as rates of a discriminatory or unreasonable nature. 

(c) A procedure, probably integral with the board of review apparatus, 
should be instituted whereby shippers, consignees, and other interested 
parties, can, without great expenditure of money and time, bring already 
extant situations to the attention of the Maritime Board when they believe 
such situations operate to the detriment of the foreign commerce of the 
United States. 

(d) The following principle should be recognized, and rates found in- 
consonant with it should be rectified by order of the Board: 

Ocean freight rates applying to goods imported into the United States are 
unjustly discriminatory and contrary to the commercial interests of the 
United States when they produce, with respect to similar goods from one 
point of origin, landed costs higher in one of the maritime areas of the 
Uinted States than in another and when this difference cannot be justified 
on the grounds of higher operating costs. 

(e) The much-discussed f.0.b./f.a.s. loophole should not be plugged. It is 
an essential safeguard against arbitrary conference actions and its removal 
would inevitably lead to deceitful shipper actions and, possibly, the collapse 
of the conference system and chaos. 

At the risk of needlessly reiterating an often-made point, trade, we urge the 
committee to recognize, is a two-way street, and when discriminatory freight 
rates curtail this country’s purchases from another, that country’s ability to 
purchase our goods is reduced proportionally. Entering, as we are, an era when 
this country may well have to accustom itself to unfavorable balances of trade 
and the status of a debtor nation, it seems to us that we can ill afford the luxury 
of the conference system as it has existed. 

Your consideration of our views is apprecited. 


(The enclosures referred to follow :) 


CALIFORNIA COMMODITIES CORP., 
San Francisco, Calif., July 8, 1958. 
TRANSPACIFIC FREIGHT CONFERENCE, 
PEAT, MARWIOK, MITCHELL & Co., 
Hong Kong. 

GENTLEMEN: We write to call your attention to—and, in effect, protest—the 
following situation which has come into existence recently with regard to ship- 
ments of cassia in bags/bales from Saigon to U.S. destinations. As we do not 
consider any of the rates involved really excessive, we are, as it were, protesting 
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the reduction of a freight rate. The rate reduced is that covering shipments of 
cassia from Saigon to east coast U.S. ports and our point is that the rate appli- 
cable to shipments to the west coast of this country has not been altered and is 
now appreciably, and we would think unjustifiably, higher than the one applicable 
to the (longer) Saigon/east coast ports voyage, viz. : 

Saigon/east coast U.S. ports (reduced): $115 per ton of 2,240 pounds. gross 
or 5.133928 cents per pound gross, while 

Saigon/west coast U.S. ports: $80.25 per 12 hundredweights (1,344 pounds) 
gross, to which must be added $2.05 per 2,000 pounds gross for wharfage and 
handling charges which are included in the east coast rate but charged separately 
here, giving a total charge of 6.0734821 cents per pound gross. 

There thus exists a differential in favor of east coast U.S. factors of nearly 1 
cent per pound gross ($0.009395541 ). 

We reiterate that it is not our position that either rate is, of itself, too high; 
they are roughly competitive with the rates imposed by carriers servicing other 
cassia-producing areas. Rather, it is our view that the present situation is im- 
proper and pernicious in that, in contravention of the dictates of geography and 
the most elementary principles of economic activity, firms on this coast of the 
United States are unfairly deprived of a chance to distribute merchandise into 
U.S. markets which, are naturally their own. This applies at all levels of the 
spice trade—among steamship people here, among importers, brokers, grinders, 
and subdistributors. 

It is our belief that you should give the promptest possible consideration to an 
amelioration of this situation, particularly in that a considerable tonnage is now 
pending. 

Please acknowledge receipt of the present and let us have an indication of what 
action, if any, you contemplate. 

Yours very truly, 
(Signed) PETER GAVIGAN. 


TRANS PACIFICO FREIGHT CONFERENCE, 
Hong Kong, July 22, 1958. 
CALIFORNIA COMMODITIES CORP. 
San Francisco, Calif. 

GENTLEMEN: We are in receipt of your letter of July 8, 1958, setting out a 
situation which, we must admit, is entirely unknown to us. 

While we can readily appreciate the handicap which is imposed on the west 
eoast importer by virtue of the fact that the Saigon/Atlantic coast rate is so 
much lower, we are afraid there is nothing we can do to rectify the situation. 

Saigon does not come within the scope of any conference and, consequently, 
there is no official tariff. We believe Saigon exporters use the rates applicable 
from the Straits for guidance only, and if a rate of US$115 per 2240 lbs. has 
been obtained, we can only surmise that it was quoted by some direct carrier 
via Suez who considered it sufficiently remunerative, and we trust this is an 
isolated instance. 

Saigon/Pacific coast traffic, however, comes within our control, but as the 
rate of US$80.25 per 12 ewt. is lower than rates applicable from other originat- 
ing areas and was only adjusted last year at the specific request of a west coast 
importer who later expressed his appreciation of our action, we can see no 
justification for further downward adjustment. 

Yours truly, 
PEAT, MARWICK, MITCHELL & Co., 
Secretaries. 





CALIFORNIA COMMODITIES CoRP., 
San Francisco, Calif., September 23, 1959. 
Subject: Freight rates—cassia from Saigon to U.S. ports. 
MEsskrS. TRANS PACIFIC FREIGHT CONFERENCE, 
PEAT, MARWICK, MITCHELL & Co., 
Secretaries, Alerandra House, Hong Kong. 


GENTLEMEN: Your letter of the 22d July, relating to the captioned subject, 
was received in due course and has had close attention from us and other 
interested parties, We have concluded that there are considerations involved 
which your letter ignores: 
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1. Most basically, and from the standpoint of enlightened self-interest, it 
seems that you do not realize that maintaining, even condoning, the current 
differential is, in effect, depriving your member-carriers of cargo and, almost 
certainly, of more revenue than they would lose by the adjustment suught. We 
have already explained how the markets of west coast users are restricted by 
the current situation. Is it not equally evident that demand for freight on your 
members is limited by the same factors? 

2. Your view that the present east coast rate was probably “quoted by some 
direct carrier via Suez who considered it sufficiently remunerative” may be 
correct as far as the inception of the difficulty is concerned, but it does not 
apply to the present state of affairs. This rate is currently adhered to by all 
carriers, including at least two members of your conference, and is applicable 
to movements via Panama and this coast of the United States. 

3. In fine, it is evident that the essential source of the present discrepancy 
is the lack of a competitive factor in the trade to this coast. At a time when, in 
this country, the entire conference system is under heavy political and judicial 
fire, we, as firm supporters of a stable freight-rate system, must deplore any 
action which presents the enemies of the conference system with so fine an 
example of the system at its worst. 

It is our confident hope that you will look further into this matter and that 
we may anticipate a more encouraging reply in the near future. 


Yours very truly, 
(Signed) PETER GAVIGAN. 


TRANS PACIFIC FREIGHT CONFERENCE, 
Hong Kong, October 8, 1958. 


Subject : Cassia—Saigon to U.S.A. ports. 


CALIFORNIA COMMODITIES CoRP., 
San Francisco, Calif. 

DEAR Srrs: Your letter of September 23, 1958, has been considered. 

The situation was fully explained to you in our letter of July 22, 1958, to 
which we have very little to add. However, since you have expressed your views 
numerically, we shall endeavor to reply point by point. 

Regarding point 1, as previously explained, there is no Saigon/Atlantie Coast 
Conference, which fact confers on carriers the liberty of quoting whatever rate 
they wish from Saigon to east coast ports. Such being the position, there is 
no official differential in rates to maintain or condone. 

As to point 2, all we can say is that the situation is to be deprecated and that 
we agree with you that the Pacific coast importer is at a decided disadvantage. 
But we are not prepared to disorganize three sound rate structures to the Pacific 
coast—from Hong Kong, from Saigon, and from the Straits and Malaya—simply 
because a few carriers elect to quote rates lower than are comparable to estab- 
lished rates from other originating areas in a transportation route over which 
we have no control. 

Upon reflection you will appreciate that the remarks under point 3 are unjust 
and unealled for as it may interest you to know that the conference system is 
upheld by latest legislation. It is in precluding the creation of situations simi- 
lar to that you are at present experiencing to your disadvantage that the value 
of a conference lies. 

We sincerely regret our inability to give you a more encouraging reply beyond 
expressing the fervent hope that the situation will in time resolve itself. 


Yours truly, 
PEAT, MARWICK, MITCHELL & Co., 
Secretaries. 


CALIFORNIA COMMODITIES CORP., 
San Francisco, October 23, 1958. 

Subject : Cassia—Saigon to U.S.A. ports. 
TRANS PACIFIC FREIGHT CONFERENCE, 
c/o Ms. PEAT, MARWICK, MITCHELL & Co., 
Hong Kong. 

GENTLEMEN: Your letter of the 8th instant has had our attention and we beg 
to reply as follows (again numbering the paragraphs for ready reference) : 

1. We must say that your view, expressed in the third paragraph of the 
cited letter, that “there is no official differential in rates to maintain or con- 
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done” strikes us as a needless sophistry. It does not matter a whit that the 
differential is, shall we say, de facto. What matters is that it exists and hinders 
trade. Nor are we asking you to condemn it (which you have obligingly done) 
or to desist from maintaining it; we are asking you to correct it as the power 
to do so is yours alone. 

2. In the fourth paragraph of your letter, you seem to miss the point that 
your members (as well as Pacific coast importers, et al.) are being deprived of 
revenue by the present differential. Our view is that enlightened self-interest 
alone should indicate rectification to you. 

3. This fourth paragraph of your letter again would seem to betray a miscon- 
ception where you state that you “are not prepared to disorganize three sound 
rate structures to the Pacific coast—from Hong Kong, from Saigon, and from 


the Straits and Malaya—just because * * *.” You should not do so and we | 


have not asked you to do so; 

(a) Hong Kong.—The importation of cassia into the United States from 
Hong Kong to any U.S. destination is forbidden by foreign assets control regu- 
lations issued by the U.S. Treasury Department, pursuant to the “Trading With 
the Enemy Act.” This does not apply to movements of Vietnamese cassia on a 
through bill of lading from Vietnam to a U.S. destination and transshipped at 
Hong Kong nor, of course, to movements of Indonesian cassia from the country 
of origin to a U.S. destination via Hong Kong on a through bill of lading. How- 
ever, neither exception, we believe, has occurred in fact, and it is safe to say 
that there is no business in cassia going on between Hong Kong and the United 
States and that none will go on without a radical alteration in U.S. foreign policy. 

(b) Malaya and the straits—One movement of cassia from Saigon to a U.S. 
destination via Singapore is known to us, and only one. It is unlikely that there 
will be another, the rate applied (presumably by your group) of $176 per long ton 
having proved, mildly, unworkable. As to movements of Indonesian cassia, these 
normally are not via Singapore or other Malayan ports: 

(1) The natural outlet for the cassia grown on Sumatra is to the south of that 
islad, at Padang, whence movement to Djakarta, rather than Singapore, for 
transshipment is natural. 

(2) This geographical factor is enhanced by the fact that a lower rate applies 
for movements from Indonesia than applies to movements from Singapore, 
namely $156.50 per 1,000 kilos as against $163 per ton of 2,240 pounds (to which, 
in essence, must be added the freight from Sumatra to Singapore). This, it is 
to be noted, is in contrast to the situation which obtains with regard to certain 
other commodities, pepper being one which comes to mind. 

(3) Again, foreign assets control regulations render movements via Singapore 
relatively complex, and in normal times less attractive to all concerned. These, 
it must be remarked, are not normal times, and the continuing civil strife in 
Sumatra has, in some instances, made it relatively easy to ship through north 
Sumatran ports and relatively difficult to ship through Padang, producing a 
substantial movement through Singapore and Penang which may, or may not, 
continue. 

(c) General.—It is ineorrect to conclude prematurely that the rate structures 
of Indonesian and Vietnamese cassias are closely interrelated because the latter 
variety commands approximately twice the value of the former. They are, in 
no sense, directly competitive. We would remark that, assuming that the 
actuarial function must be given due consideration in the establishment of any 
rate, the rates for Indonesians are too high and the rates for Vietnamese cassia 
too low. 

4, The conference system was not precisely upheld by recent legislation; it 
was reprieved for further study, which is in progress. 

5. We regret that, upon due reflection, we cannot agree that our remarks in 
point 3 of our letter of September 23 are “unjust and uncalled for.” Rather, we 
are prompted to remark that if a conference is something better than a predatory 
device with no end other than the maintenance of lucrative rates, it is in cases 
such as this that a conference can demonstrate its utility by protecting its mem- 
bers and those they serve by adopting a flexible and realistic attitude and acting 
accordingly. 

Yours very truly, 
(Signed) Prter Gaviean. 


a 


C: 
S¢ 


re 


lers 
ne) 
wer 


hat 


on- 
ind 


rare @ 


= Fw aw eo” 


i ee ad 


ae 


2 ETI A. 





STEAMSHIP CONFERENCE STUDY 1545 


Trans Pacrric FREIGHT CONFERENCE, 
Hong Kong, December 20, 1958. 


Subject: Cassia—Saigon to U.S.A. ports. 
CALIFORNIA COMMODITIES CORPORATION, 
San Francisco, Calif. 
Dear Sirs: We have submitted your letter of October 23, 1958, for members’ 


reconsideration. 
It is regretted that we now have to advise you that this conference has decided 


against any change in the current Saigon/Pacific coast rate for cassia. 
Yours truly, 
Peat, MARWICK, MITCHELL & Co., 
Secretaries. 

Mr. Gaviean. I will say briefly that the other firms and my firm 
feel that the dual rate deprives consignees and shippers of an essential 
bargaining power, that it is somewhat of a one-way street, and we 
would like to see the dual-rate system made illegal in the commerce 
of the United States. 

Failing this, we have listed certain safeguards which we think 
advisable. I do not think any of them is original with us and doubt- 
less you are familiar with them all with the exception that we would 
like to see the following principle realized and we think the Maritime 
Board, or such board of review as might be set up, should have the 
power to order the rectification of any rate found inconsistent with 
commerce, 

I have appreciated the opportunity to testify, sir. 

Mr. Garmatz. Mr. Downing. 

Mr. Downtna. I was just reading the correspondence between you 
and the Trans Pacific Freight Conference. 

Was that situation rectified ? 

Mr. Gavican. It was rectified early this year in the sense that the 
rate was declared an open one through, I believe, September 30 and 
the carriers involved are thus free to impose any rate they wish. 

Mr. Down1ne. I have no questions, Mr. Chairman. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Maru1arp. I just wish to comment that you certainly gave us 
some interesting and spicy material. 

You gave us the facts and we can interpret them, I suppose, but how 
do you account for this rather persistent pattern of favoring, I suppose, 
the larger markets in the East as against the more limited market in the 
West when it would appear that the short haul is to the West but we do 
not seem to get any reciprocal advantage when the short haul is to 
the East ? 

Mr. Gavican. I suppose it is a question of it being a larger market in 
the East and smaller one here. 

Let us suppose that a freight rate to this coast is lowered. Ob- 
viously, there will then be pressure on the East Coast Conference to 
se the rate concomitantly. There are more of them and they talk 

ouder. 

Mr. Mariurarp. I could understand how this could have existed over 
the years but, with the enlargement of the markets out here, I 
wonder if we could not talk a little louder if we really put our 
minds to it ? 
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Mr. Gavican. I will have to say, sir, that one disadvantage is that 
several of the larger firms here have grinding facilities in the East as 
well, and consequently it is probably a matter of indifference to them. 

Mr. Marturarp. Is it also true that some of the lines with the prin- 
cipal tonnage in these conferences are in both the Pacific Coast Con- 
ference and the Atlantic or Gulf Conference ? 

Mr. GaviacAn. I believe it is the case, sir. 

Mr. Matiuiarp. Presumably their greater interest in most cases 
would be the east and gulf coasts. 

Mr. Gaviaan. I believe that is unquestionably the fact. 

Mr. Maruirarp. That is all. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. These are inbound conferences to which you have 
reference ? 

Mr. Gaviaan. Yes. 

Mr. Cowen. Where are they domiciled ? 

Mr. Gavican. The Straits/Pacific is domiciled in Singapore and 
the Trans Pacific Freight Conference is domiciled in Hong Kong. 

Mr. Cowen. With whom do you negotiate in order to try to arrive 
at a reasonable rate or when you have difficulty and arbitrate ? 

Mr. Gavican. Our practice is, first, to contact the steamship com- 
pany or steamship companies concerned here or their agent and, if 
that fails to produce any results, then I have gone directly to the 
conference. 

Mr. Cowen. What I am getting at is you are a citizen with your 
business here within this country, but in order to arbitrate a difference 
which is of some consequence, then you, an American citizen, must of 
necessity arbitrate where the conference is domiciled ? 

Mr. Gaviean. Correct, sir. Necessarily and in the case of the con- 
ferences that I know of that concern my commercial life, they are 
domiciled overseas. 

Mr. Cowen. You are placed in the unenviable position of having to 
go somewhere else? 

Mr. Gavican. Great distances and great length. 

Mr. Cowen. And great expense, I daresay. 

Mr. Gaviean. It is not so expensive but it is awfully slow. 

Mr. Cowen. That is all I have. 

Mr. Garmatz. Mr. Zincke? 

Mr. Zincxe. I have no questions. 

Mr. Marur1arp. Mr. Chairman. 

Mr. Garmatz. Mr. Mailliard. 

Mr. Matuiarp. I am interested in how you do actually appeal to 
these conferences. Are the firms that are involved as a group able 
to have one representing them go over to present their case or how 
do you do it? 

Mr. Gavican. I have never done that. What I have done has been 
by correspondence only and I have generally tried to keep other par- 
ties here informed by giving them a copy of the letter involved. 

Mr. Matiuiarp. You have never gone as far as to actually send some- 
body over there? 
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Mr. GavicaNn. No, sir. You realize we are asmall business. As an 
illustration, spices represent about 2 percent of retail grocery sales, 
so it isa small business. It just does not run enough money to justify 
it. 

Mr. Matnurarp. Would you have any estimate, if you took all of the 
firms that are in your business here on the Pacific coast, what kind 
of a dollar volume of imports you would do in a year? 

Mr. Gaviean. I could make an estimate which would certainly be 
inaccurate. I can find out, sir, and write you a letter. 

Mr. Mari14Rp. I am really just looking for a figure. 

Mr. Gaviean. On a retail basis I would guess $10 million. 

Mr. Matriurarp. You indicate that the margin of profit is sometimes 
pretty thin in this business. 

Mr. Gavican. In the importing end of it, it most certainly is on the 
bulk business; that is, in the not packaged but bulk spices, it is a low 
markup business. 

Mr. Maruu1arp. Are these firms for which you speak in the retail 
package business? 

Mr. Gaviean. Only one, the McClintock-Stern Co., Inc. 

Mr. Mat1arp. They are the only ones that actually go into the 
retail trade with their product ? 

Mr. Gaviean. That is correct. 

Mr. Matra1arp. I think that is all, Mr. Chairman. 

Mr. Garmatz. How is it that you just applied lately to be heard 
before the committee? Did you know about the hearings here ? 

The last three witnesses applied, one on the 4th and two on the 
5th of June. 

Mr. Gaviean. Our original understanding was that we were going 
to have to make application 1 month in advance. 

Mr. Garmatz. Application to be heard ? 

Mr. Gaviean. Yes, Which was apparently incorrect, and conse- 
quently we were going to confine ourselves simply to writing a letter 
and not appear at all. 

We then learned that it would be possible for us to appear by re- 
questing permission by wire to appear and we thought that a good 
idea and did so. 

Mr. Garmatz. We are most happy to have you. 

Mr. Gaviean. Thank you, sir. 

Mr. Garmatz. Thank you very much. 

I think that about concludes the hearings here. 

I do want to thank the people who gave of their time and their very 
valuable information to this committee and I want to say that their 
statements have been very well documented and are a big help to the 
committee. 

I think we will continue further hearings when we get back to 
Washington, and I am sure that Chairman Bonner is sorry that he 
could not be here, but surely he will personally go over a lot of this 
correspondence, and we will continue, as I said before, our further 
hearings in Washington, D.C. 

The hearing will be adjourned. 
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(Whereupon, at 3:55 p.m., the hearing was adjourned, subject to 
te call of the Chair. ) 


(The following was furnished for insertion. ) 


STATEMENT OF ERNEST F'ALK, NORTHWEST HORTICULTURAL COUNCIL 


I am the manager of the Northwest Horticultural Council with offices at 1002 
Larson Building, Yakima, Wash. The council is composed of the following 
organizations of fruitgrowers and shippers in Washington and Oregon: 

Washington State Apple Commission. 
Winter Pear Industry. 

Hood River Traffic Association. 
Medford Pear Shippers Association. 
Wenatchee Valley Traffic Association. 
Yakima Valley Traffic Association. 

The member traffic associations are composed of growers, packers, marketers, 
and shippers of deciduous fruits in their respective areas. The council represents 
the growers of practically 100 percent of all apples, and in excess of 90 percent 
of all other deciduous fruits grown commercially in the two States, totaling ap- 
proximately 9,000 growers. Our members grow, pack, and sell in foreign trade 
a substantial volume of fruit which is shipped to almost all parts of the world. 
Our principal export market has been Europe, but substantial volumes of fruit 
have moved to Central and South American countries and to destinations in the 
Pacific. From the 1957-58 crop in excess of 2,080,000 boxes of apples and pears 
were shipped from Pacific coast ports to European destinations. Additional 
fruit was shipped to Europe via transatlantic vessels. The exact volume this 
year is not yet known, but it has been substantially less due to a large domestic 
crop in Europe. Our members ship fruit via vessels which load at Pacific coast, 
gulf coast, and Atlantic ports. All shipments from Pacific coast to Europe 
move in refrigerated vessels or vessels equipped with refrigerated chambers. 
The same is true, to an almost identical extent, on fresh fruit shipments clear- 
ing from the Pacific coast to Central American, South American, and Oriental 
ports. Similarly from Atlantic and gulf ports to Central and South American 
destinations. Generally speaking, shipments from Atlantic coast ports to Europe 
move in ventilated space. Through these shipments our members have had com- 
prehensive experience with conferences for many years. The following remarks 
are based upon that experience. 

In general, if administered properly with adequate and enforceable safeguards 
for the protection of the fruit industry’s important export business in its com- 
petitive struggle to maintain its historic position in foreign markets, we do not 
oppose the general principle of conferences or the conferences’ use of exclusive 
patronage contracts (i.e., the dual rate system). 

The principal reason for this conclusion is the stability of rates and service 
which can be provided. We are dependent upon regular frequent service and 
stable and uniform rates and an open rate situation could be injurious to our 
shippers. 

However, it is our conviction that the Congress should not grant conferences 
monopoly powers (antitrust exemption) under legislation which would give 
the conferences— 

(1) Exclusive access to shippers’ cargoes (which is accomplished, for all 
practical purposes, by means of exclusive patronage contracts—dual rates) ; 

(2) The right to set rates unilaterally without provision for prompt, impartial 
review ; and 

(3) The right, unilaterally, to determine, limit, restrict, penalize, or dis- 
courage the assignment of sufficient refrigerated vessels, or vessels with re- 
frigerated space, on a seasonal basis at a level below the peak seasonal require- 
ments of the fruit trade’s needs for refrigerated tonnage. 

If the ultimate determination of the Congress is to approve exclusive patronage 
contracts, then the safeguards which we have mentioned above under (2) and 
(3) are essential to protect the fruit industry’s offshore commerce. 


COMMENTS 
Rates 

(2) Above: Steamship companies are not specialists in merchandising and 
thus are capable, often unwittingly, particularly in the case of a fast-moving 
seasonal business like fruit, of destroying or restricting the fruit industry’s 
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and the conference’s own trading opportunities to the industry’s and their own 
detriment. This notwithstanding that some conferences discuss rates with 
shipper’s organizations or groups before the conferences establish the rates. 
In a volatile business like fruit, mistakes once made cannot be corrected with- 
out damage during seasonal movements. 

Furthermore, as an example of the effects of the rights which conferences 
invoke the unilateral establishment of rates, we find no logical relationship 
between current rates, nor is any explanation offered us for the existing dis- 
crepancies which, to us, reflect a hit and miss, ‘all the traffic might be expected 
to bear’ approach to setting rates. 

By way of specific example, we do not understand why the rates on apples 
from the Pacific coast to Europe are $1.40 to $1.60 per carton while rates to 
Central and South American ports on the same commodities and containers are 
much higher. For example, I am informed the rate to Venezuela is $2.69, to 
Panama $1.94, and to Callao, Peru, $3.84. The rate to Central American ports 
was reduced last week from $3 to $2.35. 

Nor have we found, at least we have not been told, that any consideration 
has been given to the competitive effects of rates established from the U.S. 
ports to the industry’s offshore markets in relation to rates in effect from other 
world suorces of supply to those markets, i.e., sources which compete with us. 


Availability of refrigerated space 

(3) Above: Our remarks in this connection pertain to the Pacific Coast Euro- 
pean Conference, which operates in our industry’s most important trade. Our 
comments relate to the conference’s internal operating arrangements, between 
members. On occasion, fruit movements to Europe have overtaxed the con- 
ference’s refrigerated equipment. Despite this record, the conference continues 
to penalize under its operating agreement member refrigerated lines which 
operate on a seasonal basis in conformity with the industry’s needs. In other 
words, conference members are penalized for operating in accordance with the 
fruit industry’s requirements. We see no reason whatsoever why such member 
lines are penalized and thus discouraged from participating in the Pacific coast / 
European trade. This situation should be corrected by the Congress, making it 
illegal to penalize or discriminate against conference member lines which serve 
seasonal trades. This can be accomplished by the removal of the financial 
penalty provisions of article 4 of conference agreement No. 5200. 

The commonly used alternative is for the conference, more often than not 
belatedly, after it has found that it cannot handle all fruit business offered, to 
permit shippers to use nonconference vessels. This is impractical because refrig- 
erated ships are not available on such short notice; but, if available, they are 
ordinarily chartered abroad by buyers or syndicates or buyers who, controlling 
the space in such situations when space is tight, control the fruit industry’s 
conditions of sale. 


F.0.b./f.a.8. sales 

The Pacific Coast European Conference insists that its exclusive patronage 
contract is applicable to f.o.b./f.a.s. sales, and force fruit shippers under the 
penalty provisions of the conference’s exclusive patronage contract to insist all 
fruit sold move by conference vessel or else reject an offer if the buyer wants 
to ship by a nonconference vessel. This demand of the conference abrogates all 
established sales procedures and contractual relationships recognized throughout 
the world. In the case of f.0.b./f.a.s. sales, title passes to the buyer at the 
designated point of delivery. Accordingly, in most circumstances the choice of 
vessel is the buyer’s. The shipper has no contractual right vis-a-vis his buyer 
to demand that shipments be made on vessels of the shipper’s choice if the 
buyer rejects the choice. We consider the conference’s effort to include f.o.b./ 
f.a.s. sales an abuse of the privilege of the antitrust exemptions under which 
conferences have been operating. This procedure should not be legalized. Some 
conference contracts provide that the shipper is liable for damages in the amount 
freight would have been earned by conference vessel if the fruit had been shipped 
on a conference, rather than a nonconference, vessel. This penalty, under the 
contract, could be enforced where the seller in good faith sold fruit without 
knowledge of the vessel upon which it was to be shipped or even without knowl- 
edge of the export destination. Such a penalty would be unreasonable and 
unconscionable. Our shippers have always taken the view that any shipment 
where they have the right to choose the vessel should move by a conference 
vessel; but they challenge the conference interpretation that shippers are under 
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contractual obligation to see to it that all shipments of fruit which they may sell 
must move by conference vessel, even though the seller has no right to control 
the routing or choice of the vessel. 


CONCLUSIONS AND RECOMMENDATIONS 


If the Congress sees fit to legalize the dual-rate system, we ask that the 
legislation— 

(1) Provide machinery for prompt, impartial review of conference rates; 

(2) Require the conference to take all possible steps to make available 
adequate amounts of suitable tonnage in all circumstances, which in a practical 
sense we believe can be accomplished by keeping their memberships open on 
terms of full equality between members and without discrimination against 
members operating in seasonal trades; 

(3) Set forth a standard form of conference basic agreement applicable to 
all conferences, incorporating, amongst other provisions, responsibility for sup- 
plying tonnage, as suggested in (2) above; and 

(4) Establish a standard form of exclusive patronage contract applicable 
to all conferences—a contract which would clarify and standardize shippers’ 
and conferences’ obligations. Therein should be a provision setting forth that, 
at least in the case of refrigerated cargoes, sellers’ f.0.b./f.a.s. sales contracts 
do not obligate the sellers to the conferences under their exclusive patronage 
contracts, where the buyer and not the seller has the choice of the vessel. 


PAcIFIO CoAST EUROPEAN CONFERENCE, 
San Francisco, Calif., June 30, 1959. 
Mr. FrepD H. To.Lan, 
General Traffic Manager, Van Waters & Rogers, Inc., 
Seattle, Wash. 


Dear Mr. ToLan: This will reply to your letters of June 10 and 12, 1959, with 
further reference to the shipment of cotton linters on the nonconference vessel 
SS. Koten Maru. The subject has again been thoroughly reviewed, not only the 
correspondence between the conference and yourself but your statement before 
the Merchant Marine and Fisheries Committee given at San Francisco on 
June 11, 1959. 

As previously indicated to you, the sole objective of the contract rate system 
of this conference is to prevent patronage of nonconference lines that engage in 
the practice of cutting conference rates. If, as you contend, shippers and their 
customers were able to use either conference vessels at contract rates or non- 
conference vessels at cut rates simply by means of their own selling and pur- 
chasing terms, nonconference rate cutting in the trade would quickly create 
conditions which inevitably would lead to open rate war in the Pacific coast/ 
Europe trade of this conference. There is certainly no desire on the part of the 
conference to place any shipper at a competitive disadvantage in the sale of 
his own merchandise. It is not seen how this could result, however, if all ship- 
pers were to adhere strictly to their contractual commitments to the conference 
and withhold patronage of nonconference lines entirely. Under such circum- 
stances all berth lines in the trade may be expected to become members of the 
conference. The end result would necessarily be uniformity of rates and condi- 
tions for all carriers and shippers, with advantag«: and disadvantage to none. 
We believe such conditions to be highly desirable in the Pacific coast/Europe 
trade. 

It would appear from your statements that you wish the benefits of the con- 
ference’s contract rates when you ship to your customers on conference vessels 
and wish also to continue to receive the benefits of your contract with the con- 
ference even though some of your shipments move on nonconference vessels in 
accordance with the wishes of your customers. Clearly, any such arrangement 
would put the conference lines in a noncompetitive position in their own trade. 
Because of the wide difference between your understanding and desires under 
your contract with the conference lines and the conference’s own understand- 
ing, it would appear that the contract does not represent a mutual agreement 
between you and the conference lines. 

The foregoing conclusion appears to be fortified by your statement that your 
practice is to sell f.o.b. dock, or f.o.b. shipping point, without knowing where 
your goods are destined. In these circumstances it would appear that Van 
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Waters & Rogers is not in fact a shipper in this trade and that therefore a 
shippers rate agreement is not necessary or appropriate. If this is correct, then 
perhaps the contract should be canceled by mutual consent. There will then be 
no restriction, so far as the conference is concerned, upon your continuing to 
engage in your general practice of selling your goods under circumstances in 
which you are apparently not the exporter and shipper. 

The only other course open to the conference is to apply its contract to all of 
your shipments, regardless of your terms of sale, and, correspondingly, to re- 
quire all such shipments to be offered to members of the conference, failing 
which the application of the contractual benefits will be suspended. 

If the first course more clearly sets forth the correct situation with respect 
to your method of doing business, then we will withdraw the conference’s claim 
for liquidated damages and consider that the agreement has been canceled by 
mutual consent. Otherwise, the assessment of contract rates must be suspended 
unless the liquidated damages previously imposed are settled and paid to the 
conference not later than July 15, 1959. The date mentioned is a further exten- 
sion of your right to contract rates under your shippers rate agreement. 

Your prompt advices as to which of the foregoing courses of action you wish 
adopted would be appreciated. 

Very truly yours, 
J. F. McArt, Chairman. 


SEATTLE, WASH., July 2, 1959. 
Subject : Koten Maru, f.0.b./f.a.s. sales in the United States. 


Mr. J. F. McArt, 
Chairman, Pacific Coast Huropean Conference, 
San Francisco, Calif. 

DeEaR Mr. McArtT: This replies to your letter of June 30, 1959. Your state- 
ment of the situation is not correct insofar as this company is concerned. 

Our interest in conference membership is to use only conference vessels on 
our property and our shipments. To do business in Europe, numerous times in 
the past we have had to meet delivered prices and services of other countries 
who sell delivered in Europe. In those instances we have exclusively used 
conference boats from the Pacific coast. We want to continue that, and to 
route our shipments by conference vessels. 

Your letter of June 30, in my opinion, is unintentionally misleading and 
creates a wholly erroneous impression that there is something “cute” or collu- 
sive about this company’s selling policies in order to use some cutrate non- 
conference vessel. We defy you to point to any example over the many years 
this company has been in operation.where such “cute” tactics have been used. 
We make every effort to make all sales, domestic or export, on an f.o.b. shipping- 
point basis. I believe most companies prefer that method of selling because 
they avoid the problems of varying transportation costs and the claim risks 
for damage in transit. If the goods are sold f.o.b. shipping point or a most 
convenient point short of destination where they have local knowledge of trans- 
portation costs, it is better for the shipper involved. That is true in the Van 
Waters & Rogers case and in almost all cases. 

The only time delivery prices are quoted in foreign countries is where com- 
petition forces it. I am sure you know that, or should know that fact. In 
those instances Van Waters & Rogers have a contract with the regular steam- 
ship lines and they honor that contract by booking exclusively on conference 
lines. You will note that was done in the instant case. When Van Waters & 
Rogers sold in Europe they booked the shipment on a conference line. 

The Pacific Coast European Conference approach to this problem is one of 
imputing evil intent to American shippers who sell on the normal basis of 
f.o.b. shipping point or f.o.b. dock. Your conference sees something sinister, 
“cute,” and impliedly vicious in that normal selling practice, which just isn’t 
there. 

There is no use arguing further with you on the point, except to state the con- 
clusions of your letter of June 30 are not correct. This company does desire con- 
ference membership to move its property to Europe when we sell delivered in 
Europe to meet a competitive situation. When we move that property, that is our 
property and we are bound by our conference steamship agreement and we 
live up to the letter and spirit of our agreement. On the mass of domestic 
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sales which may or may not be exported, we can never agree that this company 
has or ever will violate its agreement by phony changes in title. 

My earlier letter to you was written to you at your request to give you an 
opportunity to reconsider this matter. It is obvious that the additional facts 
submitted to you showing the conference booking and the reason for the can- 
cellation were ignored and the reputation and good faith of this company in all 
of its past dealings were equally ignored. We are more convinced than ever 
that congressional action is necessary to protect bona fide shippers from such 
interpretations as that outlined in your letter of June 30. 

Very truly yours, 
Van Waters & Rogers, INC., 
Frep H. ToLan, 
General Traffic Manager. 


(ee 


SEATTLE, WASH., July 7, 1959. 
Subject: Koten Mary, f.o.b./f.a.8. sales in the United States. 


Mr. J. F. McArt, 
Chairman, Pacific Coast European Conference, 
San Francisco, Calif. 


Dear Mr. McArt: This supplements my letter to you of July 2, 1959, which was 
responsive to your letter of June 30. 

By your letter of June 30, it appears that you have rescinded your wire of June 
1 to me wherein you stated that on June 3, 1959, noncontract rates became appli- 
eable for Van Waters & Rogers on their shipments from the Pacific coast to 
Europe unless certain conditions were met, which were not met. Your letter of 
June 30 extends the deadline to July 15, 1959, with certain old and new conditions. 

So that there is no misunderstanding, this company and its branches and divi- 
sions considers itself in fullest compliance with its contract with the Pacific 
Coast European Conference, and so far as we are concerned the July 15, 1959, 
“deadline” is null and void. No party to a bilateral contract can unilaterally 
bind the other party with terms and conditions such as are sought to be imposed 
by your letter of June 30 and earlier correspondence. 

This company is a bona fide shipper to Europe and when it does ship, its prop- 
erty moves only by conference vessels. We have not breached any term of our 
contract agreement with the Pacific Coast Buropean Conference, and this 
company considers itself a member of the conference entitled to contract rates. 

This company will operate in the future in the same bona fide manner as in the 
past. We will continue to honor our contract arrangements on all property of 
this company which we sell for European delivery from the Pacific coast. We 
shall use conference ships exclusively and shall insist upon contract rates being 
assessed when our property is involved. 

We shall continue to act in the future as in the past, irrespective of unwar- 
ranted terms and conditions that your conference may attempt to impose by 
unilateral action. 

We are hopeful that corrective legislation and/or action by the Federal Mari- 
time Board will resolve our differences of opinion, if your conference does not 
sooner reconsider its impossible position under the facts involved herein. 

Very truly yours, 
VAN Waters & Rocers, INc., 
FRrep A. ‘ToLan, 
General Trafic Manager. 


VAN WATERS & Rogers, INC., 
Seattle, Wash., August 4, 1959. 
Subject : Dual steamship conference rates, etc. 
Representative THomMas N. DownIna, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Downine: You may recall that I testified at the San 
Francisco hearing before the special subcommittee considering the dual steam- 
ship rate conference matter. I testified for this company and outlined a factual 
situation where goods sold at a point in the United States to a foreign buyer 
subsequently moved over a nonconference steamship line not selected or in any 
way designated by this company, yet the steamship conference canceled our 
membership in the conference entitled to contract rates because the shipment 
moved via a nonconference vessel. 
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The galley proof from the Government Printing Office of the San Francisco 
hearing at page AB 169 sets forth the various questions and answers pertaining 
to my testimony at San Francisco. The very last part of the hearing, Mr. 
Downing, was a question from yourself. You said, “What chance do you think 
you would have in persuading the conference to extend your contract period 
pending arbitration?’ I answered, “Oh, they are pretty reasonably fellows in 
the individual lines. Individually they are fine, collectively I hold my head.” 
You then said, “I suggest that you contact your conference with that in mind, 
Mr. Tolan.” I indicated, “I certainly shall and I shall send the counsel a copy 
to see what happens. Thank you for your kind attention.” 

On July 2 and July 7 I wrote Mr. J. F. McArt of the Pacific Coast European 
Steamship Conference and made a request for restoration of the membership of 
this company in the conference, pending settlement of the situation. 

Earlier, on June 12, we wrote Mr. McArt of the conference asking that the 
matter be held in a status quo position until June 30, 1960, pending congressional 
action or Federal Maritime Board action, if on review the conference did not 
want to withdraw and close this matter. 

The wire quoted below was received on July 20, which is self-explanatory, 
and indicates that the Pacific Coast Huropean Conference is not going to make 
any change whatsoever in their position. 


“FreD H. ToLan, 
“General Trafic Manager, 
“Van Waters & Rogers, Inc.: 


“Your letters dated second and seventh July and previous correspondence 
regarding Koten Maru shipment further carefully consider conference’s posi- 
tion previously notified you, namely, the shipment constituted a violation of 
your shippers rate agreement. 

“As liquidated damages heretofore demanded have not been paid, either in 
full or on basis suggested to your Mr. Rentner in our letter dated December 
23, 1958, rights to contract rates are terminated effective July 21, 1959 under 
article 2 of your shippers rate agreement. 

“Foregoing also applicable your affiliated companies Braun Chemical Co. and 
Braun-Knecht-Heimann Co, to whom this telegram also sent. 

“J. F. McArt, 
Chairman, Pacific Coast European Conference.” 


We have since been advised that another Pacific coast shipper, Rayonier, 
Inc., has been treated in the same outrageous manner as has this company. 
It is obvious now that the Pacific Coast European Conference is not going to 
respect any wish or desire other than their own. 

In order to clear the record, may I ask that the special subcommittee in- 
vestigating this matter for the House of Representatives request the Pacific 
Coast European Conference to continue these questionable cases on a status 
quo basis without penalty to the shipper or the conference position pending 
congressional action on this matter. 

I have made it a point to see that the special subcommittee’s counsel, Mr. 
Robert H. Cowen, has received a copy of all correspondence between the con- 
ference and this company. I am sure the special subcommittee has the facts 
on which to act. 

We would greatly appreciate any assistance the subcommittee could give us to 
retain the membership satus and contract rates for this company pending 
final decision by the Congress on whether dual rates should be continued in 
the future. 

Would you advise what, if anything, you think the subcommittee might be 
able to do to assist the shippers in the circumstances here involved. 

Very truly yours, 


Van WATERS & Rogers, INc., 
Frep H. Toran, 
General Traffic Manager. 














STEAMSHIP CONFERENCE STUDY 


MONDAY, JULY 13, 1959 


House or REPRESENTATIVES, 
Spectra, SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 
OF THE COMMITTEE ON MercHant Marne AND FISHERIES, 
Washington, D.C. 
The subcommittee met at 10 a.m., pursuant to notice, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner, chairman, 
presiding. 
a Representatives Bonner (chairman), Downing, Tollefson, 
and Ray. 
oc en present: Bernard J. Zincke and Robert H. Cowen, 
counsel, and William B. Winfield, chief clerk. 
The Carman. The committee will come to order. 
The first witness this morning is Mr. Frank J. Mahoney, secretary, 
Ocean Rate Committee, Automobile Manufacturers Association. 


STATEMENT OF FRANK J. MAHONEY, SECRETARY, OCEAN RATE 
COMMITTEE, AUTOMOBILE MANUFACTURERS ASSOCIATION 


Mr. Manoney. Mr. Chairman, on April 24, we submitted our state- 
ment. If you like, I will read it again or if you want to ask questions, 
I am ready to answer. 

The CuarrMan. That statement has been submitted. 

Mr. Manoney. Itistwopages. Would you like it read ? 

The Cuarrman. You may go ahead with it. 

Mr. Manonry. The Automobile Manufacturers Association, with 
over 35 years of experience, dealing with steamship conferences who 
have used the exclusive patronage contract rate system, believes this 
practice has both its beneficial aspects and its problems. 

Along with a basic belief in free competition, it is recognized that 
in the field of ocean transportation, where the policies of other na- 
tions must be considered, some regulatory control is necessary. We 
believe the steamship industry to the extent of its ability to administer 
such control properly and effectively, should be encouraged and per- 
mitted to do so, with governmental supervision limited to national 
policy and public interest. 

A constant challenge facing American exporters today is the task 
of pricing within vile range of overseas competition. Ability of 
the ocean carriers operating from U.S. ports to provide American 
exports with transportation comparable to similar cost service from 
competing countries, influences the expansion or curtailment of our 
foreign markets. 
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Thus, the automobile manufacturers have deep and abiding inter- 
est in a successful and well-established steamship industry. Services 
of many ocean carriers are required for the volume of raw material 
imports and export of our manufactured products. , 

to develop an overseas market and customer goodwill, consider- 
able overhead expense is often invested by the American shipper. 
This investment can be jeopardized by lack of interest of a group of 
steamship lines in helping the shipper remain competitive. 

In light of this, it should be recognized that logical reasons occur 
why the shipper will need an area of negotiation presently not offered 
in the one-sided exclusive patronage type of freighting agreements. It 
should also be acknowledged that an overseas customer may, on occa- 
sion, have justifiable right and reason to choose a routing preference 
which may not always be via a conference vessel. 

We trust the impending review of the dual-rate conference contract 
system will be thorough and constructive to bring about, if possible, a 
better and more satisfactory procedure beneficial to all concerned. 
To this end we raise the following points with regard to major aspects 
of the problem. 

(1) A freighting agreement with a steamship conference expressing 
willingness to route via member lines in exchange for adequate space, 
satisfactory service and a stabilized rate structure, can be endorsed 
provided the agreement permits some mangerial discretion on the part 
of the shipper. It is not essential, in our opinion, for steamship con- 
ference composed upward of 90 percent of all carriers in a trade route, 
to rely upon an exclusive patronage form of freighting agreement in 
order to secure the major share of the cargo. 

(2) If it is determined that the steamship conference system re- 
quires the continuation of dual rate freight agreements, we believe such 
contracts when desired by the shipper, should be offered as annual 
contracts covering a specific commodity and containing a specific 
termination date instead of the all-inclusive automatic renewal form 
currently in use. 

(3) We believe a conference freighting agreement should limit 
coverage to ports regularly served by member lines and limit carrier 
voting for rate and trade practices to only carriers regularly serving 
the port involved. 

(4) We believe the freighting agreement should offer the same 
period of cancellation that the carriers reserve for themselves and all 
participating carriers be subject to an enforceable penalty for en- 
gaging in or condoning any practices which is discriminatory to other 
carriers, a shipper or a receiver. 

_ (5) We believe that, if the conference contract system is to be con- 
tinued, all governmental agencies should be required to accept the 
same obligations and level of freight rates applicable to private 
industry. 

(6) We believe the intended study of steamship conferences should 
consider what effect the high cost ship operator exercises in the estab- 
lishment of a rate level. Results would be helpful in the appraisal 
of existing programs, intended to develop and maintain a strong 
American Merchant Marine. 

(7) We believe the Maritime Administration as a public service 
should periodically analyze cargo handling and operating cost by 
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trade route and make their observations available to interested ex- 
porters and importers. Such data would assist the shipping public 
to understand the cost problems of the carriers. 

The Cuarrman. Is that your full statement? 

Mr. Manoney. Yes, sir. 

The Cuarrman. Mr. Tollefson. 

Mr. TotteFrson. Mr. Mahoney, on the first page of your statement, 
in the next to the last paragraph, you refer to the contract and state 
that there ought to be a greater area of negotiation than presently 
exists. 

Does your organization have a committee that handles the negotia- 
tions for rates with shippers? 

Mr. Manoney. Yes, sir. Our Ocean Rate Committee has been in 
operation from 1925 to fulfill the group representation dealing with 
the worldwide problems of ocean freight rates. 

Our present committee consits of nine members, three of which have 
over 20 years’ experience on the committee, and all of the members 
have upwards of 10 or 15 years’ general traffic experience. 

I have been serving as Secretary for 14 years, and previous to that 
I was with the War Shipping Administration for 314 years, and, 
then before that, 15 years with a steamship company in New York. 

We met monthly and met with the conferences as often as necessary. 

Usually if we have a request we invite a conference chairman to 
meet with us to discuss a problem mutual to that particular trade. 

Mr. Totterson. As I understand it, you do, in fact, negotiate with 
the conferences ? 

Mr. Manonry. We negotiate as much as they will permit us to 
negotiate. 

Mr. Totterson. Is that not what usually happens? There is give 
and take, I presume. 

In your negotiations, have you been able to obtain any reduction 
in ocean freight rates? 

Mr. Manoney. That varies. Speaking collectively on export re- 
action of general shippers, our only basis for trying to judge what is 
fair about an ocean freight rate has to be on what is our competitive 
situation. We have no way of knowing how ocean freight rates are 
made, as such. The conferences say, “This is the rate. This is what 
we need.” In our opinion, there could be more explanation as to why 
a certain rate has to be arrived at. If it is on a basis of general costs, 
we all recognize that American costs are higher than foreign costs. 
That is a handicap we have to live with, but if we are going to look 
to the future of the American trade and the American merchant 
marine, I think that out of this general investigation you ought to 
also think about how the European and other markets of the world 
are able to undersell us on the basis of lower transportation. 

Mr. TottEerson. The fact remains that you do meet monthly with 
the conferences ? 

Mr. Manonery. Usually our general procedure is that our commit- 
tee meets monthly. 

We feel that in the automobile industry with models changing every 
year, it is to our benefit to have an annual form of contract rather than 
a perpetual form, so that we can change our transportation costs 
projected on a yearly basis. 
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Mr. Totterson. Aside from the annual contract, I wanted to make 
sure in my own mind whether or not your negotiations with the con- 
ferences have ever resulted in any concessions or lowering of rates. 

Mr. Manoney. Yes, sometimes a little less than they ask for. 

In the last 7 or 8 years, the general trend has been to increased 
rates. If they should ask for a $3 a ton increase we may secure a 
$2.50 a ton increase. 

Mr. Toxierson. There are some concessions made, maybe not as 
much as you like, one way or another, but concessions are made? 

Mr. Manoney. That is true. 

Mr. Totterson. I could not imagine your meeting with them reg- 
ularly over a long period of time unless you derived some benefit 
from it. 

Mr. Mauoney. They do. If it suits the particular means of the 
trade at the particular time they will make concessions. That is very 
true. 

Mr. TotieFson. You mentioned this annual contract. As I under- 
stood the earlier testimony, there is an automatic renewal provision. 
Is there not also a provision in the contract for cancellation ¢ 

Mr. Manoney. If you give notice at a particular time. A confer- 
ence may require you to give notice, 60 days before the annual termi- 
nation date, or usually the calendar year period end. But, as I say, 
in the automobile industry we feel that we would like a specific term 
contract for 12 months to end September 30 of each year so that we 
would know when our new models come out what our projected for- 
ward cost would be for the given next 12-month period. 

Mr. Totterson. Maybe T do not understand just what the provi- 
sions are but, as I understand them, the contract runs for a year with 
provision for automatic renewal for another year? 

Mr. Manoney. Yes, it is in the contract. It is automatic. If the 
shipper does not raise the question with the conference, the contract 
continues on a sort of a perpetual basis. 

Mr. Totterson. I somehow fail to see any great difference between 
an annual contract and an annual contract with a provision for 
renewal. Suppose you had an annual contract without the provision 
for renewal? At some point before the termination of the annual 
contract, you would start negotiations for another annual ocntract ? 

Mr. MAnoney. Yes, but if we could not reach an agreement, the 
shipper could operate if necessary with no contract if he felt that he 
reached a point where the rates were so high that he would have to do 
something to change his routing from conference to possibly non- 
conference. 

Mr. Totuerson. Can you not do that now? 

Mr. Manonery. Not if you have an exclusive perounags contract. 

Mr. Totterson. You can terminate it, though? 

Mr. Manoney. On 60 days’ notice, and it is generally unsatisfac- 
tory. We prefer to have a specific understanding that at a given time 

each year when your contract is up for discussion, they will meet with 
you. If they are going to have you on a perpetual basis, somehow 
the tendency is to not be as anxious to sit down with you as if they 
thought the possibility exists where there might not be a new contract. 

Mr. Totterson. Can your notice be given vat any point during the 
year ? 
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Mr. Manoney. In most contracts it can. There is one, I believe 
the transatlantic Continental contract, where they require the 60-day 
notice prior to the end of the given time of the contract, but in most 
other contracts you can give a 60-day cancellation at any time of the 
year. 

Mr. Toxuerson. If you had an annual contract there would be no 

cancellation privileges, as I understand. 

Mr. Manonry. Yes, they still provide the cancellation which is only 
fair because in their own conference agreements, as I understand it, 
any member line of a conference can give notice to withdraw from 
the conference at various times. In fact, I understand there is one 
conference that has it as low as 15 days. 

In the case of the automobile industry collectively, where we need 
quite a bit of space, if three or four of the major lines decided to 
withdraw from a conference for some internal difference, we would 
have to try to protect ourselves. 

We feel that whatever the cancellation clause should be it should 
be equal. If a carrier wishes to have it for 60 days, give the shipper 
60 days. If he wants less than 60 days, certainly the shipper should 
have the same fair right to protect his own interest if he had to. 

Mr. Touterson. You, of course, understand your business problems 
better than I, but I must confess that I cannot see the advantage of 
an annual contract not subject to automatic renewal, that that would 
be any better for you than the case as presently exists. 

Mr. Manonery. The people who employ me feel that that is what they 
would like, and we, of course, try our best to get that. 

The Cuaiman. Mr. Tollefson, before you leave the question, the 
witness said if three or four members of the conference withdrew 
and left a scarcity of space they would have to look around for other 
space. 

Is that what you said ? 

Mr. Manonry. Yes. 

The Cuarmman. Your contract provides that you can look around 
for space if they cannot furnish you space, does it not ? 

Mr. Manonry. Not that type, sir. Suppose three of the major lines 
of any given conference would withdraw. As we understand it, our 
contract requires us to continue to ship with the remaining lines of 
the conference. 

If their space was inadequate, they would require us as a shipper to 
come to them each time that you could not get space from them. It 
would be a cumbersome operation. 

Do you follow me? 

The Cuarrman. I thought I understood that if they could not fur- 
nish you space you could look elsewhere for space. 

Mr. Manoney. You could conceivably Laede the conference to one 
or two lines and they would have it within their power to require the 
bulk of the contract shippers to haul their freight for those couple 
of lines. That is a theoretical situation. It may not work out. 

The Cuarrman, Allright. Thatisall. Thank you. 

Mr. Totterson. In the first paragraph of the second page, you make 
reference to a managerial discretion on the part of the shipper. Just 
what do you mean by that? 
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Mr. Maroney. The right to recognize and to follow routing re- 
quests of buyers from overseas if they should route nonconference or 
via an independent line. 

Mr. TotteFson. Then you feel that the shipper should have some 
discretion to determine when he shall deviate from the contract terms 
and ship via nonconference ? 

Mr. Manoney. Yes. Of course, if there was an easy solution it 
would have come to light some time ago. I am sure that all of us 
here would be happy to find an easy solution and it would be much 
better for you gentlemen with all the time you are putting in, but 
obviously ass Is no easy solution to this problem. 

Conferences certainly have the right to solicit foreign overseas 
consignees to sign them up to contracts the same as they sign up 
American shippers. If they approach a consignee and are not able 
to sign him up and he for some good reason—and it could be a variety 
of reasons—requests routing by an independent line, we are in busi- 
ness the same as any other American exporter to produce and sell. 
We feel that we should be allowed to route according to the dictates 
of an overseas receiver. 

Mr. Totierson. Would not this discretion of which you talk be 
ee much of an absolute discretion? Where would you draw the 

ine? What would be the extent and degree of this discretion? 
Should you be free, in other words, to determine in every case that 
you can ship nonconference if you want to do so? 

Mr. Manoney. No, sir. We could say we are not anticonference. 
We are not against the contract system as such, but we feel that there 
should be some reasonable flexibility to allow us to compete with 
our general competition overseas. 

There should be some provision inserted in the contract that the 
shipper can ship as per direction from his receivers. 

Mr. To.iErson. Tt seems to me that it is conceivable that, if do- 
mestic shippers have great discretion in this regard, that a great 
portion of the cargo would result in being carried in nonconference 
vessels; in other words, I can visualize, using my imagination a little 
bit, that 3314 percent or even more of your cargoes would go or could 
go nonconference with managerial discretion as you said. 

Mr. Manoney. That would certainly be up to the conference lines 
themselves. They have very good active solicitation staffs abroad 
and certainly they would do their very best to secure a consignee 
under contract the same as they do a shipper. 

Mr. Totuterson. Let me oak you a question here because it is one 
that I have had in mind for some time. It has to do with f.o.b. and 
f.a.s. shipments. We have heard about them throughout these hear- 
ings. I wondered if f.o.b. and f.a.s. shipments are more probable 
today than they were 5 or 10 years ago. 

Mr. Manoney. In the automobile business, f.o.b. has been the good 
percentage of our overseas business. That is other than what has 
been shipped to an assembly plant which is controlled by the manu- 
facturing plant here or can be controlled and shipped directly to an 
assembly plant. It is the same as you and I buying a car f.o.b. 
Detroit. The f.o.b. proviso is available to the overseas dealer. 
Everyone does not exercise it. Some allow the routing to remain in 
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the hands of the local plant here. Others are usually influenced by 
solicitation activities of the carriers. 

Mr. Touuiver. Coming back to my question, has there been an 
increase in f.o.b. and f.a.s. shipments in your own experience? 

Mr. Manoney. I do not think any more than what has been over 
the general period of years. 

Mr. TotiteFson. Do I gather from what you said that there has 
been an increase in f.o.b. and f.a.s. shipments? 

Mr. Manoney. Yes, there have been more routing requests over 
the past 10 years from overseas dealers than there had been in the 

ast. 

. Mr. Totiurson. I often have wondered, throughout these hearings, 
what has caused the increase. 

Mr. Manoney. It seems to me that we did not have this overseas 
routing trend prior to World War II, but after the war, the steam- 
ship industry collectively, both conference and nonconference placed 
more emphasis on the cultivating overseas consignees and by various 
means and I am sure some of them may be questionable. 

Mr. Totierson. This is a question that has come to my mind. 
There has been from what you say an increase in f.o.b. and f.a.s. 
and you do not use the word but the word came to my mind that 
there is a possibility that there is some collusion somewhere along 
the line. 

Mr. Manoney. I think that is true. 

Mr. Totterson. Eventually this could result in more and more 
f.o.b. and f.a.s, shipments to the point where these exclusive contracts 
are not going to amount to very much. 

This is what I had in mind when I said I could imagine 3314 per- 
cent of your cargoes or somebody else’s cargoes or more going f.o.b. 
or f. a.s. on nonconference lines and then what do we have? 

Mr. Mauoney. To give you a personal opinion, if I may, if you 
will accept it, I think that is one of the thoughts we had in mind 
in prefacing at the outset that possibly the steamship industry on a 

rivate basis could police it a little more than what could be done 
y legislation. 

I think if they had themselves set up with some sort of an impartial 
arbitrator where, if there was suspicion of rebating abroad, he could 
determine it more quickly than an administrative agency in this coun- 
try could who would be limited in what they may or may not be able 
to find out abroad. 

Mr. Totterson. I wonder about some of these other shipping 
arrangements, c.i.f. and what not. In some of those cases, as a prac- 
tical matter, is not title in the buyer overseas just as much as in the 
case of some f.o.b. and f.a.s. shipments? In other words, take another 
arrangement other than f.o.b. and f.a.s., where your automobile, as 
an illustration, is placed on board ship Does not title sometimes 
immediately vest in the buyer overseas ? 

Mr. Manoney. Usually it comes down to what the buyer will re- 
quire. If he requires certain types of documents, a shipper is handi- 
capped. If a buyer abroad designates an independent line and that 
is put in the bank documents, the supplier here will not get paid un- 
less the bank is satisfied. If he does not follow the routing requested 
by the overseas customer, the bank will not pay the draft unless that 
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proviso has been changed to the bank’s satisfaction. Even if the 
shipper here would like to give the freight to a conference line, he is 
handicapped if he wants to complete his sale. 

Mr. Totierson. It may not be for me to say it, but nonetheless, 
the thought is in my mind that there is some indication of, shall I 
again use the word, collusion. These methods of shipment are, to 
me, indications of some arrangement on the part of American ship- 
pers with foreign buyers the objective of which is to get cheaper 
ocean rates and, while the shipper may be interested in getting lower 
rates so that he can more easily compete with his foreign competitors, 
nonetheless we may wake up some day and find ourselves without 
an effective American merchant marine and then where will the 
shippers be ? 

Mr. Manoney. That is very true. 

Mr. Toutierson. They will be at the mercy of the foreign shipper, 
will they not? 

Mr. Manoney. That is very true but these suspected rebates, and 
let us assume that they are, because I have no direct knowledge these 
suspected rebates possibly happen because the general level of freight 
rates in the U.S. ports are high enough so that a particular carrier 
can make a deal with an overseas account. It can be done in various 
ways. You can do it on a form of claims. Say the rate is $35 a ton 
from here. A carrier can say to a buyer overseas, “Your landed rate 
will be $30 and you file a claim and it will be paid off in that way.” 
It is hard to pinpoint it unless you have somebody in the industry 
themselves fully familiar with the devious ways and means of trying 
to run down these rumors and trying to check them. 

Mr. Totterson. You suggest that in the solution to this problem 
perhaps we might have some system of review of rates or regulation 
of rates by a Government agency, presumably the Maritime 
Administration. 

Mr. Manonry. Yes, but I would certainly try to shy away from 
minimum or maximum rate control. I think it would be too cumber- 
some and too much redtape and would not really work if you had to 
wait for every rate change to be approved or disapproved. 

Example, the Federal Maritime Board trying to decide in the last 
Puerto Rican increase. 

Possibly it would be better if you had some generalized statement 
in legislation, that rates should be fair and reasonable. Have it where 
the Federal Maritime Board would act as an appellate agency. Allow 
cargo and carrier interests to try to reach a fair agreement. If it 
could not be worked out, allow it to come to the Board to review the 
situation on complaint of either party. 

Mr. Totierson. I have one or two more questions, Mr. Chairman. 

You are a big shipper, are you not? 

Mr. Manoney. Everything is relative in this world. Our exports 
have been down quite a bit so that whether the carriers think we are 
big or not remains to be seen. 

Mr. Totierson. Do you not think that it is of advantage to the 
small shipper, or that is relative too, but the shipper smaller than you, 
who is not able to negotiate as effectively as you to have a stable rate? 
If you negotiate for a rate and obtain it, is it not true that the small 
shipper gets an advantage? 
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Mr. Manoney. Yes, because so far as our particular products are 
concerned, when we negotiate or try to negotiate on the basis of auto- 
mobile parts, everybody who ships automobile parts receives the same 
rate from the carriers. But stability sometimes again can be relative. 
A rate can be stable too long and when our European competition 
starts to cut and if the lines over here are not able to meet the rate 
within reason, then stability starts to run on the downgrade for us. 

Mr. Touuerson. I have just one other question, coming back to one 
of the first questions I asked you. 

That was your comment about the one-sided contract, and that 
term has been used a number of times throughout these hearings. I 
thought that one of the considerations for this contract was that, if 
you entered it, then you got a 10 percent or whatever percentage, dis- 
count in your rate. Is that not the consideration ? 

Mr. Mauoney. I have heard it, too. I have tried to follow these 
hearings as much asIcan. Actually, there is one rate. The contract 
rate that the steamship company expects every shipper to use. There 
is also the paper rate, the noncontract rate which the conference does 
not expect a shipper to use at 10 or 20 percent higher. 

Mr. Toutterson. You take advantage of the discount when you sign 
the agreement. If you do not sign the agreement, you have to pay 
the higher rate, do you not ? 

Mr. Manoney. Yes, but the discount rate may still be too high if 
it handicaps sales in a highly competitive overseas market. 

I am sure nobody in the automobile business or no other shipper 
expects American-flag lines or any other lines serving American ports 
to carry freight at a loss, but we would like to be kept competitive if 
possible with our competition abroad. 

To give you one or two examples, from Europe to the Argentine 
the rate today is a boxed unit—$14 a ton, unboxed $16.80. From 
New York the conference rate is $30 a ton, $36 a ton unboxed. To 
the Far East from United Kingdom $14 a ton rate boxed, $15.05 
unboxed. The conference rate from here is $37.25 a ton boxed, 
$47.25 a ton unboxed. 

Most of us think an automobile, as our license says, weighs 2 tons, 
but actually we are paying 1314 or 14 tons on an ocean revenue basis 
because it is on a cubic measurement basis. 

Do you follow me? 

Mr. Totterson. Does the distance in mileage covered by the ship 
have any bearing? 

Mr. Manoney. Carriers have told us repeatedly, one conference 
spokesman after another: “What one trade does or does not do is 
not our concern. We make our rates based on our own particular 
trade.” 

Mr. Totierson. On a number of occasions, people testifying have 
brought up this matter of meeting the competition from abroad 
which causes me to comment that we are living in a period now 
where we have in a sense priced ourselves out of the foreign markets. 
As a matter of fact, we have priced ourselves out of some of our 
domestic markets. Do you think that it is fair to expect that the ocean 
carriers should be the only ones to be concerned to make concessions 
with respect to meeting this competition ? 

Mr. Manoney. No, but we are discussing the ocean transportation 
aspect so we say the average American shipper today has no factual 
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knowledge how an ocean freight rate is made. He can only use com- 
petition as comparison. When a rate is so much lower from abroad, 
the next question is, What can we do about it? Is our subsidy situa- 
tion adequate? We are spending a lot of money on subsidy and we 
ave told today that one of the reasons for high rates is the high cost 
of labor here, $5 and $6 a ton more to handle cargo from the United 
States as from Europe. If that is accurate, then are we doing every- 
thing we can to protect the American merchant marine? If our over- 
sea markets disappear, where are we then ? 

Mr. Totuerson. Mr. Chairman, I have taken an undue amount of 
time. 

The Cuarrman. Mr. Ray. 

Mr, Ray. Thank you, Mr. Chairman. 

Mr. Mahoney, will you state for the record what the membership 
of the Automobile Manufacturers Association is ? 

Mr. Manoney. Yes, sir. The Automobile Manufacturers Associa- 
tion is a medium through which its members may give group consid- 
eration to questions of a noncompetitive nature. The membership 
presently consists of American Motors, Chrysler Corp., Checker Mo- 
tors, Ford Motor Co., General Motors Corp., Studebaker-Packard, 
Mack Trucks, Divco Truck, Duplex Truck, and Willys. 

Mr. Ray. What is your personal situation with respect to the asso- 
ciation ? 

Mr. Manoney. I am secretary of the ocean rate committee. 

Mr. Ray. Does your committee sign the shipping contracts for 
members of the association ? 

Mr. Manoney. No, sir. The committee as such, and all committees 
of the association, act in an advisory capacity. After negotiating 
with a steamship conference, we would send a recommendation to our 
general membership that the committee would recommend acceptance 
or possible rejection, if that ever happened, of a conference contract. 

Mr. Ray. Take any one of your members for illustration, say the 
Ford Motor Co. If that company has difficulty with some rate, does it 
negotiate with the steamship company itself or do you handle that 
for them ? 

Mr. Manoney. It could be done either way, sir. They may come to 
our committee level, or they may talk directly to the conference. 
Usually I am involved in some way. 

Mr. Ray. That must mean that you are interested in all the con- 
ferences ? 

Mr. Manonry. Yes, we do business with about 35. There are other 
conferences in South Atlantic ports and some of the conferences on 
the west coast that ordinarily do not handle much automobile volume 
so we are not so much in active touch with them as the others. 

Mr. Ray. You are working with the inbound as well as the outbound 
conferences ? 

Mr. Manoney. No. Very seldom are we involved, As an export 
committee, we handle the export products of our industry. 

Mr. Ray. Who handles the import side of it ? 

Mr. Manonry. That is handled individually. You mean cars 
coming in? 

Mr. Ray. Yes. 

Mr. Manoney. The companies themselves. 
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Mr. Ray. Several of your members have foreign affiliates ? 

Mr. Manoney. We do not get involved. 

Mr. Ray. In connection with some rate differences, do you have 
information as to the differences that may exist, for example, in the 
eastbound and westbound Atlantic ? 

Mr. Manoney. That is a good question, Mr. Ray. Maybe I could 
give you this résumé. ; 

Mr. Charlie Andrews, when he spoke for the transatlantic confer- 
ences, as you recall, at the hearing before this committee in Raleigh, 
N.C., I believe, in his statement in part said: 

* * * The current continental conference automobile eastbound rates (Ant- 
werp/Rotterdam/Amsterdam basis and regardless of make or model), are in 
some instances lower than they were in 1947. * * * 

Then in Mr. Andrews’ statement, rates were named as the boxed or 
packed rate. 

In 1947, it was at an $18 level and in 1959 it was $18. Unboxed the 
rate in 1947 was $28 and in 1959 $26. 

Now, his statement was confined to but one conference and he did not 
indicate that same conference endeavored to increase rates on six oc- 
casions since 1947 and actually on five occasions the automobile rates 
were increased. 

In 1951, the rate went from $18 boxed to $20. 

I will mention only boxed so that we will not confuse boxed with 
unboxed. 

In 1953, it was reduced back to $18. In 1955, it was increased to 
$19.50. In 1956, it was increased to $20.75 a ton. Im 1957, it was: 
increased to $22 a ton and only last year reduced back to $18. 

That reduction possibly was due indirectly perhaps to the activity 
of this committee. We had a meeting in June of 1958 when you were 
considering the interim legislation. ‘Testimony of a steamship indus- 
try witness prompted a letter to the witnesses. We said in our letter: 

Your comment before the Bonner committee in support of pending legislation. 
to extend the present method of conference ratemaking procedure, was a 
conversation item at our ocean rate committee meeting in Detroit today. 

Since you reportedly have said that conferences are interested in and are in 
close touch with the problems of shippers and rates established at reasonable 
levels, it was decided to ask you how this view can be reconciled with the treat- 
ment given American-made automobiles by the transatlantic conferences over the 
past decade. 

We would be grateful for your explanation why the same lines, with the same 
vessels, traveling the same transit distance and using the same stevedoring and 
stowage, will assess American-made cars and trucks to Europe 77% cents per 
cubic foot unpacked ($31 per ton), while European imports of the same com- 
modity are evidently profitably carried by U.S. Lines and other members of this 
conference organization for 31.5 cents to 36 cents per cubic foot. 

That was the letter. 

Six days later, the Continental Eastbound Conference announced 
a $4 a ton automobile rate reduction. (For American-made vehicles. ) 

Shortly thereafter, the French Atlantic Eastbound Conference 
adopted parallel action, but the United Kingdom trade indicated there 
was no disposition to disturb their American automobile rate. 

In the United Kingdom trade, 13 years ago the westbound automo- 
bile rate from United Kingdom ports to U.S. Atlantic ports was 90 
shillings. 
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Today the automobile rate is still 90 shillings. On a conversion 
basis that is $12.60 a ton. 

Thirteen years ago the eastbound rate from U.S. ports to the United 
Kingdom assessed by the same conference was $26 a ton. Today it is 
$30 a ton or $17.40 per ton more than their freight rate coming here on 
automobiles. 

Mr. Ray. What can you do about it? 

Mr. Manoney. We can still talk to the lines but whether anything 
will come out of it I do not know. But again it is pointed up that if 
our rates from here are going to be kept at such a level that we are 
not going to be able to compete abroad, obviously the future of the 
American export trade and again the American merchant marine is 
going to be very much of a question. 

Mr. Ray. Am I correct in understanding that what you want is an 
umpire but not a Government umpire on the question of fairness of 
rates ? 

Mr. Manonry. Yes; when we ship to the United Kingdom they 
know that we have to use only conference lines so they do not have to 
reduce their rates. 

Mr. Ray. I do not think you quite answered my question. You do 
think there should be an umpire who can make a decision but you do 
not want that umpire to be, at least in the first stage, a governmental 
agency ¢ 

Mr. Manoney. That is correct, sir. 

Mr. Ray. Have you had any shipping at the noncontract rate? 

Mr. Manoney. Yes, to the continental trade; some of our mem- 
bers have not signed contracts in the past 2 years. That is to the 
Antwerp/Rotterdam/Amsterdam range. 

Mr. Ray. They are charged the noncontract rate? 

Mr. Manoney. If they ship conference they pay the noncontract 
rate but in that particular trade there are four or five nonconference 
lines to provide a balance of availability of space. 

Mr. Ray. Has the use of those lines been regarded as a breach of 
your contract ? 

Mr. Manoney. In our group, again, we point out that our members 
can take independent action. Some automobile shippers hold con- 
tracts in this trade. Others presently do not. Again on a determina- 
tion of what they felt was right for their own interest. In the case 
of the continental trade because of more nonconference service than 
in other trades enough space is supplied by the nonconference lines 
at lower rates. Also I should mention the type of contract offered by 
the continental conference, we felt was not suitable to our needs. 

Mr. Ray. Have any of your members been charged with breach of 
contract when they have honored the buyer’s orders as to what ship- 
ping line should be used ? 

Mr. Manonry. Are we generalizing now in all trades? I want to be 
sure that I understand you correctly. 

Mr. Ray. Yes; I broadened the question. 

Mr. Manoney. No; it has been a practice of the automobile shippers 
when a request comes in to use other than a line not a member of a 
conference where a contract is held to try to discourage it at the outset 
by correspondence but, if it reaches the point where the consignee in- 
sists, then usually it is turned over to an outside forwarder. The ship- 
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per does not want to become involved in any possible charge of breach 
of contract. 

Mr. Ray. Have any of the shipping lines felt that your members 
were breaking their contracts? 

Mr. Manoney. I have never heard of any. 

Mr. Ray. No penalties have been sought to be enforced ? 

Mr. Manoney. We have never tried to willfully violate a contract. 

Mr. Ray. I have one more question, Mr. Mahoney. 

In your point (5) on page 2 of the memorandum: 

We believe if the conference contract system is to be continued, all govern- 
mental agencies should be required to accept the same obligations and level of 
freight rates applicable to private industry— 

What were you driving at there? 

Mr. Manoney. Going back to just after the World War when they 
started up again most of the Government agencies 

Mr. Ray. To add one further element, are you talking about auto- 
mobile shipments? 

Mr. Manonry. No; I am talking in a very broad sense. As I un- 
derstand it, a governmental agency is not required to sign a contract 
tendered by a conference, but receives the benefit of the contract and in 
most instances larger Government agencies can invite bids on the 
basis of, “Give me a bid to carry our freight.” If the steamship in- 
dustry will say to a group of shippers, take automobile trucks, “This 
is the lowest rate we can carry your cargo, but will give still a lower 
freight rate to Government agencies,” it does not sound right to us. 
Either we are indirectly subsidizing governmental cargo or our rate 
is too high. 

Mr. Kay. Do you think that the rate per ton for wheat, for example, 
should have some comparability with the rate for automobiles ? 

Mr. Manonry. I do not mean that every commodity should have an 
equal rate, but if there are to be contracts, why should not govern- 
mental agencies also accept a conference contract / ’ 

Mr. Ray. That is all, Mr. Chairman. 

The CuatrmMan. You say this “continental conference contract.” 
What type of contract is used in the continental conference? You 
mentioned some different type of contract. 

Mr. Manoney. That is the new form where they say they give you 
a rate for 6 months but contains an automatic renewal clause we did 
not want to accept. When we asked for a change, the answer received 
was, “It has been approved by the Federal M: aritime Board and we 

‘annot make any change regardless of how minor. 

The Cramman. That is quite different from the other contracts in 
the different conferences. 

Mr. Manonry. Yes; as of today. 

The Cuamrman. Explain just how it is different. 

Mr. Manonry. The continental contract had been revised appar- 
ently to meet the views of the Federal Maritime Board. The liquida- 
tion or damages clause has been modified and they do provide f.o.b. 
and f.a.s. allowances and they claim that there is a 6-month rate. 
They also say that the contract continues on an automatic renewal 
basis unless you give notice 60 days prior to the termination date of 
their choosing. We would like to see it on a uniform basis with our 
other contracts. In other words, we would like to see all our contracts 
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expire at a given ie so that we could renew them at one time, pref- 
erably September 3 

The Cuarrman. Ts that a better contract than contracts in other 
conferences, in your opinion ¢ 

Mr. Manoney. No, sir. 

The CuarMan. Going to this inbound rate on automobiles and the 
outbound rate on automobiles just a little more, company X charges 
you how much to deliver a car to the continent ? 

Mr. Manoney. To the United Kingdom, conference rates going out 
are $18 a ton boxed and $26 a ton unboxed. Coming in there is one 
rate for both boxed and unboxed of 90 shillings in the United King- 
dom trade, or $12.60 a ton. 

The Cuarrman. That is $12.60 a ton coming from the continent to 
the United States ? 

Mr. Manoney. No; the rates vary from continental ports. From 
the continental ports, they quote pretty much on the type of car. 
Steamship rates from this country quote one rate for all types of cars. 

The Cuarrman. That is what I wanted to find out. Is that based 
on the difference in the valuation of selling price of that car? 

Mr. Mauoney. That is a question that always comes up in rate dis- 
cussions. The steamship industry when there is a claim, will say, “We 
are limited to a $500 bill of lading liability.” So value is a debatable 
point. 

The Cuamrman. The next question is: Is there a difference in the 

value of your cars outbound ? 

Mr. Manoney. We know that from general knowledge. 

The CuatrmaNn. I mean on the tonnage, on the cost of transpor- 
tation. 

Mr. Manoney. The only difference, if you could pinpoint it that 
way, Mr. Chairman, would be on the question of size. Cars from 
Europe are smaller than the average American-made car today but 
the steamship company receives more revenue eastbound because the 
charge is on the basis of measurement. 

The Cuamman. They receive more revenue on the cars coming in? 

Mr. Manoney. No; going out, sir. They receive higher rates and 
more ocean freight per car or tr ‘tuck on the exports from the United 
States which move via the eastbound leg of the voyage. 

The CHatrman. Going out. Then there is no basis on the rate- 
making for value of the car shipped. 

Mr. Manoney. From a steamship point of view they will say there 
is, but I say that value is a question of what side of the fence you want 
to argue. 

The Cuatrman. For instance, what is the difference in shipping 
a Cadillac and Chevrolet? Is there any difference outbound ? 

Mr. Manoney. Not in the value, only on the larger measurement of 
the Cadillac. 

The Cuatrman, Is there any difference inbound ? 

Mr. Manoney. On certain European cars, continental trade, they 
set rates according to the make of the car. 

The CuarrMan. But not from the United Kingdom ? 

Mr. Manoney. I donot think so. I think the United Kingdom west- 
bound rate isa general rate. I am sure it is. 

The Cuamrman. Mr. Zincke. 

Mr. Zincxe. I have no questions, sir. 

The Cuarrman. Mr. Cowen. 
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Mr. Cowen. Following Mr. Bonner’s question sir, you say that the 
make of car outbound has no relation to the cost ? 

Mr. Manoney. No, sir; we pay one rate whether it is an automobile 
or a motortruck. 

Mr. Cowen. Inbound it has the same basis from the United King- 
dom ¢ 

Mr. Manoney. Yes; but not from the continental trade—for some 
reason. I am sure the steamship companies could explain that far 
better than I could. 

Mr. Cowen. Do you have any figures that would show the relative 
cost of shipment of a Chevrolet, say, outbound as against a Rolls-Royce 
inbound ? 

Mr. Manoney. If I do not have that handy, I will send it to you. 
The average popular price unit, Chevrolet, Ford, or Plymouth, runs 
roughly today, 540 cubic feet. Steamship company charges on a meas- 
urement basis at 40 cubic feet to the revenue ton would be rated at say 
$20 multiplied by 1314 tons (540 cubic feet), or $40 multiplied by 1314, 
and so forth. Inbound if we use the United Kingdom rate, it is $12.60 
a ton based on the measurement of the car. 

Mr. Cowen. So it would be fair to say that it costs more outbound ? 

Mr. Manonry. Oh, yes. 

Mr. Cowen. Relatively, what percentage of increase would you 
think it would be? 

Mr. Manoney. Better than 40 percent in the United Kingdom trade 
at prevailing rate differentials. 

Mr. Cowen. In this specific instance, are the same steamship lines 
members of the outbound and inbound conferences ? 

Mr. Manoney. Tomy knowledge; yes. 

Mr. Cowen. Within that specified trade ? 

Mr. Manoney. Yes. 

Mr. Cowen. So that you are dealing then, with chairmen of out- 
bound conferences relative to the rate. 

Mr. Manoney. In the case of Charlie Andrews, in fairness to Mr. 
Andrews, he has said that the domiciled conference in New York does 
not control the rate coming from the United Kingdom. 

Mr. Cowen. Certainly ; I understand that. 

What I am getting at is: You have pointed out this distinction 
between the cost of your cars going out as against competing automo- 
biles coming into this country. 

Mr. Manoney. That is right. The point I am trying to make is to 
leave the thought with the committee that conferences employing the 
exclusive patronage system sometimes appear to be placing too much 
emphasis on maintaining rates intended to produce ideal financial 
results, rather than endeavor through negotiation to establish rates 
designed to assist the American exporter expand his oversea markets. 

Mr. Cowen. Would it be fair to say that shipping costs are causing 
you or the members of your association to lose foreign markets? 

Mr. Manoney. It is difficult to pin it down to transportation because 
I do not think that we can honestly say to you that transportation 
alone is the cause of our diminishing markets. But in the case of 
European setup, I have a few figures here to indicate how American 
automotive exports have diminished. 

In the Continental trade covering Belgium, Luxembourg, Nether- 
lands, Switzerland, and West Germany, exports outward in 1947 we 
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shipped 56,746 units. In 1958 our exports were down to 13,653 units. 
In 1947 importations were practically negligible, less than 2,000 units. 
Last year, these same countries shipped imports over here: 155,688 
units against our exports of 13,653. 

I certainly would not come here today and say that transportation 
is the sole cause but transportation is a factor and when you talk in the 
neighborhood of upward of $200 for ocean transportation costs, there 
is a factor of transportation involved. 

Mr. CowEn. Some of your association members have plants in these 
countries ? 

Mr. Manoney. Yes, sir. 

Mr. Cowen. Would that not affect the reduction in figures? 

Mr. Manoney. Again that comes down to what should we look for 
for the future of our American export trade. What oversea plants 
sell back here would still have no bearing on the general discussion 
point. We are interested in how we can sell more abroad from the 
United States. 

Mr. Cowen. Sir, to go back to your recommendations, do you feel 
that a requirements contract that would be bilateral in its terms—in 
other words, put an obligation on the carrier as well as on the ship- 
per—would go a step toward solving the difficulty that you say your 
association is innow? That is, if the dual rate is to continue? 

Mr. Manonery. As we have followed this hearing to date, there has 
been a negative approach on the part of the steamship industry. I 
should think that some efforts should be offered by steamship confer- 
ences to improve their system. There must be a way of improving 
their present operation and, if they came up with a fair contract, I 
think the shippers of America and certainly the automobile industry, 
would be quite happy. 

Mr. Cowen. I believe you stated earlier in answer to Mr. Tollefson’s 
question that the dual rate—that is, the contract rate—is the realistic 
rate; that the higher rate is a paper rate. 

Mr. Manoney. That is right, sir. 

Mr. Cowen. That is all I have, Mr. Chairman. 

The Cuarrman. Is there a difference in the price on the automobile 
from Bremen to Rio and New York to Rio? 

Mr. Manoney. Freightwise; yes, sir. 

The Cuarrman. What is the difference? 

Mr. Manoney. You said Bremen? 

The Cnarrman. You said the Continent included Germany. 

Mr. Manoney. The figures I have here are from the United King- 
dom, the present rate today to Brazil is $21.70 boxed and $23.10 un- 
boxed, that is from United Kingdom ports. 

The differential between the boxed and unboxed rate from the 
United Kingdom is narrow as compared to out of New York to Brazil, 
here the boxed rate is $30 and unboxed $36. There is a $6 spread be- 
tween boxed and unboxed as compared to less than $2 spread from 
the United Kingdom. 

The Cuatrman. How do you account for that ? 

_Mr. Manoney. I wish you would ask the steamship industry that, 
sir. I would like to suggest that the European domiciled conferences 
seem to have a much more sympathetic outlook when a shipper has a 
competitive problem. 
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The CuarrmMan. I want to ask you one more question. In this 
156,009 imports in 1958 and 13,653 exports, what percentage of that 
import figure is cars coming back from your foreign manufacturing 
plants ? é 

Mr. Manoney. I do not have that figure for you, sir. I do not be- 
come involved in the imports, but there are some coming in. 

The CuHarrMan. For instance, Ford and General Motors and so 
forth, have foreign plants ? 

Mr. Manonry. Yes. 

The CuatrMan. They are shipping cars back into America, are they 
not ? 

Mr. Manonry. But the larger supplier coming in from that area is 
predominantly Volkswagen and there is no connection there with any 
American company. 

The Cuatrman. Does the difference in this rate from the Continent 
to Rio and New York to Rio have anything to do with the distance in 
your estimation ? 

Mr. Manoney. I do not think so, sir, because we have been told that 
distance is not-much of a consideration in ratemaking. 

The Cuatrman. Are there any further questions? 

Thank you very much. 

Mr. Manoney. Thank you, sir. 

The Cuarrman. Mr. Romberg. You may proceed, sir. 


STATEMENT OF PAUL E. ROMBERG, CHAIRMAN, TRAFFIC COMMIT- 
TEE, INTERNATIONAL DEPARTMENT, ELECTRONIC INDUSTRIES 
ASSOCIATION, AND CHAIRMAN, OCEAN RATE COMMITTEE, 
MAJOR APPLIANCE DIVISION, NATIONAL ELECTRICAL MANU- 
FACTURERS ASSOCIATION 


Mr. Rompera. Mr. Chairman, I come here as the chairman of the 
traffic committee of the International Department of the Electronic 
Industries Association. In addition, as chairman of the ocean rate 
committee of the Major Appliance Division of the National Electrical 
Manufacturers Association. 

In the two statements, Mr. Chairman, we pinpoint first a rather 
serious problem revolving about ocean rates of freight and then in 
both statements we come up with the same conclusions and recom- 
mendations, so that, if you will permit me to, Mr. Chairman, I will 
proceed to read first the statement on behalf of the Electronic Indus- 
tries Association and will stop where the conclusions and recommenda- 
tions begin. Then I will read the statement of the National Electrical 
Manufacturers Association and again stop where conclusions begin 
and then read those conclusions and recommendations once for both 
organizations. 

Would that be satisfactory ? 

The CuatrMan. Oh, yes. Go ahead. 

Mr. Romserc. I am Paul E. Romberg, traffic manager of Philco 
International Corp., and chairman of the traffic committee of the 
International Department of the Electronic Industries Association, 
Washington, D.C. 

The Electronic Industries Association is the trade association for 
American manufacturers of electronic equipment, components and 
tubes. The traffic committee of the International Department is made 
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up of traffic managers of various manufacturers of electronic equip- 
ment shipped to all markets in the world. 

This traffic committee is in favor of a strong U.S. merchant marine 
to carry its domestic waterborne commerce and a considerable share 
of the waterborne export and import traffic of the United States, and 
to be available as a naval and military auxiliary in time of war or 
national emergency. 

This committee subscribes to those advantages of conference ar- 
rangements which, in the Alexander Report (H. Doc. 805, 63d Cong., 2d 
sess.), were described as “greater vepelncity and frequency of service, 
stability and uniformity of rates, economy in the cost of service, better 
distribution of sailings, maintenance of American and European 
rates to foreign markets on a parity, and equal treatment of shippers 
through elimination of secret arrangements and underhanded methods 
of discrimination.” Alexander Report, at 416. 

The conference system which developed under the Shipping Act, 
1916, has been instrumental in maintaining regularity and frequency 
of service. As regards ocean rates of freight, when such are analyzed 
over certain 12-month periods, they will be found to have been reason- 
ably stable. However, when fluctuations over the past 13 years are 
examined, it will be evident that many rates have skyrocketed. More- 
over, “maintenance of American and European rates to foreign mar- 
kets on a parity” has not been accomplished in many instances during 
the past 13 years. 

In support of the above contentions we are showing below, as ex- 
amples, statistical data in respect to radios and television sets. 

Table 1 reproduced hereunder illustrates that ocean rates of freight 
on radios were increased during the past 13 years to ports as for apart 
as Callao, Peru; Rio de Janeiro, Brazil; Singapore and Hong Kong, 
by 89 percent, 83 percent, 232 percent, and 155 percent, respectively. 


TABLE 1.—Comparison of contract ocean rates of freight on radios from U.S. 
North Atlantic ports in 1946 and 1959 


Contract ocean rates of 

freight from U.S. North 
Atlantic ports per 40 Increase 
Port of destination cubic feet expressed 
in percent 


Feb. 1, 1946 | Mar. 1, 1959 


a | 











I I i cnc nsnnckiids<peduesteacctle Alc oN ae aaa $44. 40 $84. 00 89 





Permit me to break in here to state that this very rate of $84 was 
reduced on May 25 to $74 and the increase now is 66.7 percent. 





Contract ocean rates of 

freight from U.S. North 
Atlantic ports per 40 Increase 
Port of destination cubic feet expressed 
in percent 





Feb. 1, 1946 | Mar. 1, 1959 
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ene II NR se tk cite eee gee SS $36. 00 $66. 00 83 
Singapore Midiaps the begiibeakesdbnmnsdtensek sims hace wen pbeare’ 22. 50 74. 75 232 
SE NN id daxinicndadttcnrinnndenavenitishuduminen otek 22. 00 56. 00 155 





The following table to which we assign No. 2, indicates that U.S. 
conference contract rates of freight on television sets to destinations 














asset it 


STEAMSHIP CONFERENCE STUDY 1573 


shown are substantially above conference rates from London to the 
same foreign destinations, to wit, by 48 percent, 109 percent, 99 per- 
cent, 17 percent, and 42 percent, respectively. 


TABLE 2.—Comparison of American and British ocean rates of freight on 
television sets 





Difference 
Conference between 
contract | London 
rates from Conference Conference 
Foreign port of destination U.S. North rates from rates and 
Atlantie London per | U.S. North 
ports, per 40 cubic feet Atlantic 
40 cubic feet Conference 
contract 
rates 
Percent 
Volo: FOOD. 6 6cidccwncitscnsancdddcsveuns sect anttnia Se acdcesatiles $56. 00 $37. 80 48 
aOR, 7 iid cc concaboicducwesacactnaaananeume a 80. 25 38. 43 109 
CASRN DIINO c 6cedchL ekchunsesacenescassienaanunel £0. 25 25. 20 99 
Tih CHa OI asin crciacsccch scccianig achcuin.s Sacecinnsaettig imine aoe 53. 00 45. 36 17 


CERRO Be icatiinks cateeaneceldbavaneatstccsmubassmaooenaousn 84. 00 59. 22 42 








The $84 rate has, as mentioned before, been adjusted to $74. 

There are not only considerable disparities between American and 
European ocean freight rates to a given foreign market in the West- 
ern Hemisphere, Africa, and Asia, but such disparities extend even 
to rates for the same articles shipped on the same vessels between 
the same two American and European ports, but in the opposite di- 
rection. Statistical figures stated hereunder in table No. 3 show, for 
instance, that until June 18, 1959, it cost 58.5 percent more to ship 
radios from New York to Antwerp than vice versa; also that steam- 
ship lines charged 58.6 percent more for transporting radios or tele- 
vision sets valued over $280 per 40 cubic feet from New York to 
London than in the opposite direction. 


TABLE 3.—Comparison of ocean rates of freight between U.S. North Atlantic ports 
and Antwerp and London per cubic foot, effective up to June 18, 1959 


From From North | Rate differ- 
Antwerp Atlantic ence, North 
Commodity to North ports to Atlantic 
Atlantic Antwerp ports over 
ports Antwerp 
Percent 
kl adiitcébaasnteknccvekendhethdennitndenccackancaaene $0. 694 $1.10 58. 5 
Television sets: 
Valued up to $309 per cubic moter_._....-...-.-..--.----- . 644 1.30 101.9 
Valued from $300 to $500 per cubic meter__..............-- . 878 1. 30 48.1 
Valued from $500 to $750 per cubic meter_...........--..-- 1.15 1.30 13.0 
Valued over $750 per cubic meter---...........---.-.-..-.- 1.93 1.30 (4) 


From London| From North | Rate differ- 





to North Atlantic ence, North 
Commodity Atlantic ports to Atlantic 
ports London ports over 

London 

Radios: Percent 
Valued up to $280 per 40 cubic feet_......-.......----.---- $0. 604 $1. 25 107.9 
Valued owsr $280 per 40 cubic feet_.........-.......---.--- . 788 1.25 58.6 

Television sets: 

Valued up to $280 per 40 cubic feet_........._..----------- . 604 1, 25 107.0 
Valued over $280 per 40 cubic feet__.....-....------------- . 788 1.25 58.6 





1 No difference against us. 








1574 STEAMSHIP CONFERENCE STUDY 


The foregoing rates were reduced—in response to representations 
of this committee requesting rate parity—to levels indicated below in 
table No. 4. These reductions will, however, expire on September 30, 
1959. 


Tas_e 4.—Comparison of ocean rates of freight between U.S. North Atlantic ports 
and Antwerp and London, per cubic foot, effective June 19, 1959, and expiring 
Sept. 30, 1959 





From From North | Rate differ- 
Antwerp Atlantic ence, North 
Commodity to North ports to Atlantic 
Atlantic Antwerp ports over 
ports Antwerp 
cite a agatha penalties tol sachciai 
Percent 
a a eee $0. 694 $0. 90 29.7 
Television sets: 
Valued up to $300 per cubic meter saci arate . 644 . 90 38.9 
Valued from $300 to $500 per cubic meter... ane . 878 . 90 2.5 
Valued from $500 to $750 per cubic meter_._...........--- 1.15 90 (‘) 
Valued over $750 per cubic meter... ..-...-.....--.-..-...--.- 1. 93 90 ) 


From London| From North | Rato differ- 








to North Atlantic | ence, North 
Commodity Atlantic ports to Atlantic 
ports London ports over 
London 
Radios: Percent 
Valued up to $280 per 40 cubic feet................--.----- $0. 604 $0. 90 49.0 
Valued over $280 per 40 cubic feet_...............-.....--- . 788 . 90 14.2 
Television sets: 
Valued up to $280 per 40 cubic feet..........-.......-.-.-- . 604 . 90 49.0 
Valued over $280 per 40 cubic feet_............-...-------- . 788 . 90 14,2 


1 No difference against us. 


It will be noted that even these temporarily reduced rates do not 
reflect rate parity except on the higher priced television sets shipped 
to Antwerp. Radios shipped to Antwerp are still burdened with a 
disparity of 29.7 percent, whereas both radios and television sets 
shipped to London are subject to a disadvantage of 14.2 percent when 
shipping merchandise valued at over $280 per 40 cubic feet. 

The rates from U.S. North Atlantic ports indicated in table No. 2 
represent a burden of between 10 and 15 percent on averaged f.o.b. 
factory values of television sets. The much higher rates of freight 
from United States ports as compared with rates from British ports— 
which are considered indicative of rates from other European ports, 
such as Antwerp and Rotterdam, for instance, place the American 
television sets at a competitive disadvantage in respect to European 
products. 

If consideration is given to the fact that duties in many foreign 
countries are assessed on the c.i.f. value of the merchandise—not only 
on the value of the article itself but also on the ocean freight and all 
other charges—the danger inherent in the high level of American 
rates of freight becomes so much more apparent. Thailand, for in- 
stance, assesses an import duty of 30 percent on the c.i.f. value of 
television sets. After payment of duties, therefore, the difference 
between American and British ocean rates of freight to Bangkok, 
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Thailand, depicted in table No. 2, will have widened from $41.82 to 
$54.37 per 40 cubic feet. In this connection we wish to point to the 
much larger volume of production which manufacturers in the Euro- 
pean Economic Community expect to achieve in the near future to 
satisfy the needs of their growing home market. This larger pro- 
duction, coupled with much lower wages, will make it impossible in 
the future to burden television exports, for example, with ocean freight 
charges far higher than those from European ports to the same foreign 
destinations. 

The information in some of the preceding paragraphs was concerned 
with television exports in order to relate our statements concerning 
the danger of the disparity between American and European rates 
to a specific example. Certain products of other manufacturers rep- 
resented in this association are affected in a like manner. The exports 
of electric light bulbs and fluorescent bulbs to certain traditional for- 
eign markets, for instance, have been greatly reduced because of the 
disparity i in ocean rates of freight prev “jously referred to. This traffic 
committee holds that the effects of rate disparity have widespread 

ramifications which concern many segments of American industry. 

With your permission, Mr. Chairman, I will now start reading the 
statement of the National Electrical Manufacturers Association. 

The members of the NEMA major appliance division comprise the 
majority of the manufacturers of products within the scope of the 
NEMA division and produce over 80 percent of the national produc- 
tion of the respective appliances. 

This ocean rate committee is in favor of a strong U.S. merchant 
marine to carry its domestic waterborne commerce and a considerable 
share of the waterborne export and import traffic of the United States 
and to be available as a naval and military auxiliary in time of war 
or national emergency. 

This committee subscribes to those advantages of conference ar- 
rangements which, in the “Alexander Report” (H. Doc. 805, 63d Cong., 
2d sess.) were described as— 
greater regularity and frequency of service, stability and uniformity of rates, 
economy in the cost of service, better distribution of sailings, maintenance of 
American and European rates to foreign markets on a parity, and equal treat- 
ment of shippers through elimination of secret arrangements and underhanded 
methods of discrimination (‘Alexander Report,” at 416). 

The conference system which developed under the Shipping Act, 
1916, has been instrumental in maintaining regularity and frequency 
of service. As regards ocean rates of freight w when such are e analyzed 
over certain 12-month periods, they will be found to have been rea- 
sonably stable. However, when fluctuations over the past 13 years 
are examined, it will be evident that many rates have skyrocketed. 
Moreover, “maintenance of American and European rates to foreign 
markets on a parity” has not been accomplished in many instances 
during the past 13 years. To illustrate the points made, we shall 
hereafter refer to, and provide specific data on, electric household 
refrigerators, as an example. 

The table reproduced hereunder illustrates that ocean rates of freight 
on electric household refrigerators were increased during the past 13 
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years to ports as far apart as Callao, Rio de Janeiro, and Singapore 
y 81.8, 100, and 141.4 percent, respectively : 


Comparison of contract ocean rates of freight on electric household refrigerators 
from U.S. North Atlantic ports in 1946 and 1959 


Contract ocean rates of | 
freight from U.S. North 
Atlantic ports per 40 Increase 
Port of destination cubic feet expressed 


in percent 





Feb. 1, 1946 | Mar. 1, 1959 


Rs BP cg Re A ns th Se willed Weweere $26. 40 $48. 00 81.8 
mee Ge Sametro, Drag... - «5... ndonnncevss eee 22. 00 44. 00 100.0 
Singapore_.__.__. inhi agitelenas in abnienwideninabanambaietee ices 21.75 52. 50 141.4 


The following table indicates that U.S. conference contract rates 
of freight on electric household refrigerators to destinations shown 
are substantially above conference rates from Antwerp or London to 
the same foreign destinations, to wit, by 84, 183 (nonconference), 86, 
90, 43, 98, 64, 49, 81, and 21 percent, respectively : 


Comparison of American and European ocean rates of freight on refrigerators 





Difference 
between 
Conference | Conference | Antwerp or 
contract rates from | London con- 
Foreign port of destination rates from Antwerp or | ference rates 


U.S. North | London per jand U.S. con- 
Atlantic 40 cubic feet | ference con- 





ports per tract rates 

40 cubic feet | in percent 
NI Ng aii ie nea dae wena demas aan $52. 50 { oy = 1 a 
I TO co uk ken datt ocicadumens nies 58. 00 31. 12 86 
I a 56. 00 29. 42 90 
NE IO Sn he on cc edn n die ccuctdes aeeeene 52. 50 36. 54 43 
RE EES LEE SOT ES EER 28. 00 13, 86 98 
No ni acs nen eadeamamect 36. 50 22. 23 64 
Capetown, South Africa..._......- 35. 00 23. 45 49 
Trinidad, British West Indies 52. 50 29. 00 81 
SS tia cidi cesaseaeh inh atacadacuwusiniiackendenends 48. 00 39. 69 21 


1 Nonconference. 


Refrigerators are rather bulky. They displace on an average 
approximately 40 cubic feet each when packed. Expressing the rates 
of the foregoing table in actual ocean freight charges, it will be found 
that it costs the American exporter, on an average, $58 to transport 
one electric household refrigerator from New York to Bangkok. On 
the other hand, our British counterpart pays only $31.12 to ship a 
refrigerator of comparable size from London to Bangkok. If it is 
considered that in many foreign countries duties are assessed on the 
c.i.f. value of merchandise—not only on the vaJue of the commodity 
itself but also on ocean freight and all other charges—such duties 
further increase the tota} difference in landed costs in the foreign 
market. 

Thailand assesses, for instance, an import duty of 50 percent on the 
c.i.f. value of refrigerators. After payment of duties, therefore, the 
difference between American and British ocean rates of freight to 
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Bangkok, Thailand, will have widened from $26.88 to $40.32 per 
40 cubic feet. 

While the price of U.S. made refrigerators, f.o.b. U.S. port-of- 
export is, by and large, competitive with the price for comparable 
European made refrigerators f.o.b. European port-of-export, once 
ocean freight charges and duties have been paid, American made 
refrigerators are at a serious price disadvantage in various foreign 
markets. 

Inasmuch as manufacturers in the European Economic Community 
will be able to produce in the near future in much larger volume than 
before because of the larger market available to them, “this larger pro- 
duction, coupled with much lower Ww ages, will make it impossible in 
the future to burden refrigerator exports with ocean freight charges 
much higher than those from European ports-of-export to the same 
foreign destinations. 

The foregoing facts and figures in respect to electric household 
refrigerators were cited to relate our statements concerning disparity 
in rates toa specific example. This rate committee holds that the con- 
ditions described in the preceding paragraphs are not limited to 
refrigerators but affect other exports as well. While it is true that it 
will be impossible to expect ocean freight charges from U.S. ports 
to European ports to equal those from one European port to another, 
it would appear that rates to ports in the Western Hemisphere, Africa, 
Asia, and Australia, by and large, will have to be brought down to 
levels which are close to the E juropean ones. The E uropean—and 
Japanese—level of construction and operating costs has already been 
recognized since 1936 as the basis for subsidies which should enable 
American ship operators to maintain adequate service to foreign 
markets. Recognition must now be given to the fact that a growing 
number of American products cannot compete successfully in many 
foreign markets unless we are able to obtain transportation rates 
which are equal, or come close, to the European level. Testimony 
before the House Merchant Marine and Fisheries Committee has 
shown that there are some products which can be sold in foreign 

markets successfully despite the high level of ocean freight charges. 
However, many other commodities are not in such a favorable posi- 
tion. Unless ways and means are found to bring about approximate 
rate parity, where such is needed, the reduced exports of the respective 
commodities will be translated into the loss of tens and perhaps 
hundreds of thousands of jobs on the production lines of American 
plants, in the domestic transportation systems, in longshore oper ations 
on the piers and wharves, and in berths on American ships. 

It would appear that conferences enjoy a paces. of power 
when negotiating rates and rules with exporters. While it is gen- 
erally agreed that the Federal Maritime Board should not be empow- 
ered to effect, close ocean rate and rule regulation, which would be 
comparable to the control exercised by the Interstate Commerce Com- 
mission over domestic rates and rules, this committee holds that legis- 
lation affecting certain conference practices should be passed to bri ing 
a measure of relief. This committee wishes to present now various 
recommendations in this respect. 

Because of the unwritten rule of most conferences that exporters 
may not attend rate committee meetings, the exporters are deprived 
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of the opportunity to support their written application 1 in respect to 
rates and rules with oral argument. This is in contrast to proce- 
dures in domestic transportation. There, an interested shipper is 
expected to attend hearings of rate committees in order to support 
this proposal. Failing to do this will seriously affect chances of fa- 
vorable action by the respective rate committee. Under the present 
system, members of steamship conference rate committees must be 
satisfied with information contained in written applications which is 
augmented by such oral information as may have been conveyed to 
the conference chairman days or weeks before the meeting. There 
is, therefore, no opportunity for cross examination of the respective 
exporter for the purpose of eliciting further information which some 
of the committee members may desire. It is reasonable to assume 
that, if exporters could appear in person at such hearings, rate com- 
mittee members would, in most instances, ask for additional informa- 
tion. Therefore, under present procedure, rate decisions are made 
which are based only on information which the exporter has reason 
to assume as being required by the committee, but not on all the facts 
which would come to light during cross examination at a hearing. 

We recommend, therefore, that the Federal Maritime Board be 
empowered to prescribe rules and regulations in respect to the right 
of exporters to attend conference 1 ate committee hearings. 

Most conferences decide issues, including rates, on the basis of 
majority vote although the rules of at least one conference provided 
for unanimity up to the recent past. So far as is known, under 
present procedures carrier members may not take individual action 
without losing conference membership. This again is in sharp con- 
trast to domestic procedures. Under the Reed- Bulwinkle section of 
the Interstate Commerce Act, domestic common carriers have the 
right of independent action. When it comes to rates, therefore, any 
domestic common carrier, who is willing to transport a given com- 
modity at a level lower than agreed to by the majority of the respec- 
tive rate committee, has the right to publish a lower rate of his choos- 
ing, and continue nevertheless to be a member in good standing of 
the respective rate committee. 

We recommend, therefore, that the Federal Maritime Board be 
empowered to issue rules and regulations permitting any carrier mem- 
ber of a conference to take independent action in respect to rates, 
rules, and regulations with the proviso that such shall be published 
by the respective conferences upon request of the respective member 
carrier, and become effective after giving proper notice. 

Present conference methods made no provision for appeals to higher 
authority once a rate case has been decided, although the exporter 

may go back to the conference itself and request ‘reconsideration. 
This is in contrast to facilities for further effective action in domes- 
tic rail transportation for instance. There an appeal can be taken 
to the executive committee in respect to the decision of a general 
freight traffic committee. The executive committee’s action can, in 
turn, be appealed to the Interstate Commerce Commission on reason- 
able grounds. 

Under the conference system, no appeal can be filed with an appeal 
board comparable to the executive committee of the railroads; the 
Federal Maritime Board, on the other hand, has no specific rate 
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regulating powers like the Interstate Commerce Commission under the 
Interstate Commerce Act. To remedy this situation, we suggest that 
shippers should have the right to file an appeal from a conference 
decision with an arbitration board consisting of three members, one 
appointed by the conference, one by the exporter, and a chairman 
jointly appointed by the first two mentioned members. We recom- 
mend that the Federal Maritime Board be empowered to issue rules 
and regulations that all conference contracts must contain a clause to 
this effect. 

Many conferences do not make copies of their tariffs available to 
the public, not even for a fee. Rates can be had by telephone, by mail, 
or by a personal call at the steamship line’s office. 

Rate inquiries by mail will, in many instances, not be feasible because 
of the unavoidable time lag. Telephoning for rates will incur long- 
distance charges for manuf: acturers whose export offices are not in cities 
where steamship offices or agencies are maintained. Personal calls at 
steamship offices or conference offices are the only means of ascertain- 
ing with certainty the lowest applicable rate, particularly when the 
given commodity is not specifically indexed in the respective tariff. 
This would require long-distance traveling on the part of an export 
rate specialist whose company offices are not located in a very large 
city. Because of the time element and the daily pressure of business, 
such calls are a rarity even when no out-of-town trips are involved. 
In domestic transportation, rail, motor, and air tariffs are made avail- 
able on a no-charge basis or for a reasonable fee. In view of the fore- 
going explanations, we recommend that the Federal Maritime Board 
be authorized to prescribe rules and regulations in respect to distribu- 
tion of tariffs to exporters for a reasonable fee. 

At least one conference contract embraces an area which none of 
the conference members serve by direct calls, but only by transshipment. 

We hold that conferences should be authorized to offer contracts only 
to those ports and countries to which their members maintain a direct 
sailing at least once every 30 days. We recommend that the Federal 
Maritime Board be authorized to issue rules and regulations in this 
respect. 

Most, if not all, conference contracts are unnecessarily rigid in that 
they bind the exporter in respect to shipments to all countries and 
ports served. 

One conference, for instance, may cover traffic to five or more 
different countries, but exporters are not at present privileged to ob- 
tain contracts in respect to traffic to, say, four of the countries only. 
We hold that exporters should have the right to decide to which of 
the countries and ports served by a conference a contract is desired, 
and to which countries and ports no contract arrangements are re- 
quired. We recommend that the Federal Maritime Board be em- 
powered to issue rules and regulations to this effect. 

There is at least one conference which has offered to exporters 
exclusive patronage contracts which run on a yearly basis and which 
except in case of rate increases—give the exporter the right of cancella- 
tion only as of December 31 in any given year by filing 90 days 
advance notice. 

However, the respective conference agreement between the carriers 
themselves gives any member carrier the right of withdrawal from 
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such agreement, and consequently, from its obligations to the ex- 
porter, upon 30 days written notice. Additional carriers may with- 
draw from such agreements by giving written notice within 10 days 
from the date of the first carrier's written notice, their withdrawal to 
take effect on the same date as that of the carrier who first filed notice 
of withdrawal. 

Therefore, while in respect to the exclusive patronage contract 
referred to, the exporter has the right of termination only once a 
year—except in case of rate increases—by giving 90 days notice, the 
individual steamship carriers are free to withdraw from their con- 
tractual obligations at any time either on 30 days, or, under the 
circumstances outlined above, 20 days notice. We hold that this is 
an unreasonable practice and that the Federal Maritime Board should 
be empowered to prescribe proper rules and regulations. 





RECAPITULATION 


Recommendations of the two ocean rate committees I represent: 

1. The Federal Maritime Board shall be empowered to: 

1.1 Withhold approval of conference agreements which do not 
provide for the right of each member line to take independent action 
in rates and rules. 

1.2 Withhold approval of conference agreements which do not 
provide for arbitration of rate and rule disputes by an arbitration 
committee consisting of three members, one to be nominated by the 
conference, another to be nominated by the exporter, and a third 
member, the chairman, to be nominated by the first two. 

2. The Federal Maritime Board shall be empowered to prescribe 
rules and regulations in respect to: 

2.1 The right of interested exporters to appear at hearings by 
conference rate committees in order to plead their case. 

2.2 Publication and distribution of tariffs containing ocean rates 
of freight, rules, and regulations to exporters for a reasonable fee. 

2.3 Limitation of conference contracts to embrace only those for- 
eign ports and countries which are serviced by the respective con- 
ference’s members regularly by direct calls at no more than 30-day 
intervals. 

2.4 Exporter’s right to sign conference contracts limited to ports 
and countries chosen by him, instead of being obligated to sign con- 
tracts to all foreign ports and countries served by the respective 
conference. 

2.5 The right of exporters to terminate conference contracts—for 
reasons other than rate increases—by giving advance notice compa- 
rable to that embodied in conference agreements between carriers. 

The Cuarman. Mr. Tollefson. 

Mr. Totterson. Mr. Romberg, one of your recommendations is 
that an individual member of a conference should be permitted to 
take independent action with respect to rates if he saw fit to do so. 
Would this not tend to break up the conference altogether ? 

Mr. Rompera. Personally, I would think no. I base this on the 
fact that we have the same system in domestic transportation. The 
motor carriers have made ample use of it for years. The rail carriers 
make some use of it occasionally and they, too, are constituted in rate 
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committees which could be compared to conferences, and they con- 
tinue operating. 

Therefore, based on that system, I would say that it should not 
break a conference apart. 

If I may add, Mr. Tollefson, the thought behind independent action 
is to assist in creating a system of checks and balances because, as we 
see it, conferences represent a form of monopoly which are subject to 
very little, almost no, Government regulation. Therefore, if we have 
the right of independent action, I would say a beginning would be 
made to bring about a better balance of power. 

Mr. Touiuerson. I think all of us appreciate the fact that ocean 
transportation is in a little different category than all other forms of 
transportation within our own boundaries but, coming back to your 
recommendation, suppose there are a dozen cz riers in a certain con- 
ference and they all agree upon a rate with the exception of one and 
he says that he will carry appliances of a certain kind at a rate of 
10 percent below. What are the other conference members going to 
do? Are they going to let this one conference member carry all that 
traffic ? 

Mr. Romperc. I would say the one carrier who quotes, say, a 10-per- 
cent lower rate would most likely not be able to carry all of the traffic 
because he would not have enough sailings. 

Frankly, Mr. Tollefson, this is designed to act as a wedge so that 
when there is sentiment within the conference to lower a rate but 
where they cannot get the necessary unanimity, nevertheless the rate 
can be lowered which is so necessary as the figures I have cited have 
shown in order to keep many American exports competitive in 
foreign markets. 

Mr. Tou.erson. Let us just carry this thing a step further. Sup- 
pose the one carrier has not enough sailings because he does not have 
enough vessels. What is to prev ent him from getting another vessel 
and have more frequent sailings so that he can get the benefit of all 
this trade? 

Mr. Rompere. I presume that in practice, if only one commodity is 
involved there would not. be enough freight ‘around for him to charter 
extra vessels in order to carry all that particular trade. 

Mr. Tou.erson. It strikes me, Mr. Romberg, that this is the crack 
that would break the dam, so to speak. If one member of a confer- 
ence can have the authority to charge a lesser rate, then obviously 
somebody else within the conference is going to cut their rate, too, 
and that is what you want. You want the other members to cut their 
rates down, too. Suppose they all cut them 10 percent and then the 
original independent factor, because he wanted the cargo, would cut 
another 10 percent. You have started the process of cutting rates, 
have you not ? 

Mr. Romperc. Yes. I presume, though, that there would be a limit 
to it because if one carrier is willing to carry it at 10 percent less, 
it is not necessarily a case that he would be ready to carry it at 20 
percent less. 

Frankly, it is designed to bring about rates that permit exporters 
to be more competitive in foreign markets. It is designed to permit 
individual carriers to take action on their own if the majority refuses 
to go along, realizing that he cannot carry all of the tonnage and also 
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realizing that perhaps, because of the existence of such a possibility, 
the majority in more instances will go along than they do now in 
connection with rate adjustments. 

Mr. Touuerson. I can appreciate the concern of shippers to get the 
lowest possible rate. 

On the other hand, it strikes me that this recommendation would 
just bring about rate-cutting practices which conferences are designed 
to eliminate and would bring about in the final analysis a rate-cutting 
war which apparently everyone wants to avoid. 

Mr. Romeere. The only point I could raise again would be that it 
is being done domestic: ally and, while admittedly ‘domestic transporta- 
tion is different than foreign, yet there are comparable factors involved, 
and it does work. 

Mr. Totterson. If we had nothing but American-flag ships on the 
ocean and they were just competing with each other, ‘it would be a 
simple matter to have a regulatory body like an ICC, but, inasmuch 
as that is not the case, we cannot, as you indicated in your own state- 
ment, have that kind of regulatory body. 

Mr. Romeerc. That is right, but this would be designed to be some 
check upon the rather preponderant power of conferences. 

Mr. Totierson. I think that is all at this point, Mr. Chairman. 

The Cuatrrman. By the same token, these inbound rates do not seem 
to have any influence on the outbound rates, do they ? 

Mr. Romperc. I would say no; apparently not. 

The Cuaman. Then how would you affect the general rate picture ? 
You have a competitive situation there. 

Mr. Romperc. We have discussed the matter with conferences a 
number of times and their answer was that there are two different 
conferences involved. Although the members are sometimes the same, 
there are two different offices involved, two different chairmen. 

The Cuarrman. On the inbound, there is one conference, and on the 
outbound there is another conference ? 

Mr. Romsperc. That is right. 

The CuarrMan. Still they are the same ships; are they not? 

Mr. Rompera. Yes. 

The CuarrMan. Mr. Ray. 

Mr. Ray. Thank you, Mr. Chairman. 

How practical a problem is this one which you have just been dis- 
cussing with Mr. Tollefson? Does the situation arise often where 
one carrier is willing but is deterred by the views of the others as to 
rate reductions ? 

Mr. Romperc. Mr. Ray, I have heard a number of reports where 
Ameican lines were willing to lower the rates but the majority of 
the conferences did not agree. It appears from the record that about 
82 percent of the conferences inbound and outbound are foreign dom- 
inated and I would say, therefore, that I could think of instances, yes, 
where an American carrier would be willing to go along with the 
exporter and quote that lower rate, put that lower rate into the tariff. 

Mr. Ray. I think I agree with Mr. Tollefson’s view that that would 
seem to be shifting conference organizations from those controlled 
by majority or by a unanimous vote to those whose operations would 
be, as a practic al matter, controlled by a minority. That would be 
the effect of what you are talking about. 
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Mr. Rompera. I suppose that could develop, yes, sir; if they are 
anxious enough for the particular product because it would not be 
across the board. It would be only in respect to specific applications 
for a specific product. 

Mr. Ray. On page 12, you read point number 2.4. How general 
a problem is that? What harm comes from including a port, for 
example, to which one of your members might not ship? 

Mr. Romperac. Well, you see, sir, if there is a conference that, let 
us say, takes in five different countries and being one conference they 
offer one contract to all shippers, suppose now one of the distributors 
of an exporter in one of the five countries elects not to ship by con- 
ference vessels but directs the exporter or directs his forwarding 
agent in New York to ship via nonconference vessel; then the situa- 
tion is one where the exporter has a contract. He himself cannot be 
a party therefore to the shipment of such consignment. It would 
have to be organized so that the material is handled by the freight 
forwarder appointed by the foreign distributor which makes the situ- 
ation very difficult. It makes the handling operation officewise very 
difficult. 

If an exporter would have the right to sign contracts for four coun- 
tries but not to the fifth where a distributor wants shipment by non- 
conference vessels, it would make the operation so much more simple. 

I would say that we feel that it is not an unreasonable thing to 
ask for that. 

Mr. Ray. I understand. Thank you. 

That is all, Mr. Chairman, 

The Cuarrman. Mr, Downing. 

Mr. Downtnga. I have no questions. 

The Cuarmman. Mr. Cowen. 

Mr. Cowen. I have one question, Mr. Chairman. 

In your recommendation, sir, the one under subhead 1.2: 

Withhold approval of conference agreements which do not provide arbitration 
of rate and rule disputes by an arbitration committee consisting of three 
members— 
and so forth, would that committee have the right to set rates in 
specific instances? That is your three-man arbitration committee. 

Mr. Romeperc. I would say yes. 

Mr. Cowen. From that committee would there be a right of appeal ? 

Mr. Romserc. My suggestion would be that ratewise the decision 
should be binding for at least something like 6 months to a year be- 
cause of the constantly changing conditions abroad. When it comes 
to rules and regulations, I would say this shall be binding. 

Frankly, if this would be acceptable, my suggestion would be that 
a committee be organized of export organizations and a steamship 
association in order to work out the details of such arbitration, 

Mr. Cowen. Would that be a full time proposition? Would that 
committee continually sit to arbitrate matters which arose? 

Mr. Romperc. I would say it would sit as needed. Just how it 
would develop it would be difficult to forecast at this point, I would 
say. 

Mr. Cowen. It is easy enough to see how the conference could ap- 
point one member, but when you say one to be nominated by the 
exporter, what specific exporter do you mean? Would you have one 
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for each type of export or, in your specific instance here, one to be 
nominated i Electronic exporters? Would one man serve as the 
member faa all fields of export or one specific field ? 

Mr. Romeperc. Again, this would be an important point to cover 
in such negotiations between exporters and steamship lines. My sug- 
gestion would be this: that in respect to specific rate cases, the appli- 
cant for the specific rate would nominate his representative, so it 
would be separately, I would say, for each product, definitely. 

Mr. Cowen. You cite on page 6 of your first statement, sir: 

At least one conference contract embraces an area which none of the con- 
ference members serve by direct calls, but only by transshipment. 

What specific conference is that, sir? 

Mr. Romsere. That isthe River Plate and Brazil. 

Mr. Cowen. What specific area? 

Mr. Romperc. Paraguay. 

Mr. Cowen. Paraguay? 

Mr. Romperc. Yes, sir. 

Mr. Cowen. In these instances that you have given of the disparity 
in rates, I am not asking as to one specific one, but in any of them 
have you requested the conference to listen to your association on the 
problem ? 

Mr. Romperc. Yes, sir. We have been in touch with various con- 
ferences and we have obtained some rate adjustments. However, we 
have talked to many conference chairmen and to many rate policy- 
makers of steamship lines and they are pretty unanimous in their 
statement that they are really not able to establish parity with Euro- 
pean rates. By and large they are not able to do it because time and 
again the rates would be below the point of no return. 

Mr. Cowen. In other words, they have justified their position for 
the increases ? 

Mr. Romperc. Permit me to say this. They have stated their case 
and we have accepted it. We renegotiate with them again. Time and 
again we go back to them and try to discuss with them the further 
need of further adjustments but, of course, it is a matter up to them 
to decide if they can do it or not. 

However, the big problem is that when they come to the point where 
they feel that further reductions are impossible and if there is still 
a great disparity between, let us say, the European rate to that common 
foreign market and the American rate, then the problem arises of 
how soon and how much we are going to lose of our traditional exports. 

I know, for instance, of one particular case which involved 1,200 
refrigerators. The price f.o.b. American plant was the same as the 
price f.o.b. Italian plant, but the difference in ocean freight charges 
was big enough for the order to go to Italy. 

When it comes to 1,200 refrigerators, there are about—and this is 
a very rough guess—something like 15 to 20 thousand working hours 
involved which were lost to American labor. 

I know of another case where we had an order for 600 refrigerators 
that were supposed to go to Belgium. After very long negotiations 
it was eventually canceled. 

Again if we had a rate that would have been closer to what it should 
be, permit me to say that I would say that that particular order 
could have been saved. That would have meant somewhere between 
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7,000 and 10,000 working hours for the American worker and these 
are, relatively speaking, not too large contracts. 

Mr. Cowen. Mr. Romberg, for the record, would you give the list 
of the manufacturers who comprise the membership in your 


associations ? 


Mr. Rompere. I have only approximate figures. 
Industries Association we have approximately 


In the Electronic 
350 members. 


Mr. Cowen. With the chairman’s permission, that could be put in 
the record at a later date if you like, sir. 


Mr. Romperea. Yes, sir. 


I would be glad to. 


The Cuamman. That may be put in the record. 
(The information referred to follows.) 


MEMBERSHIP OF THE NEMA 


Admiral Corp., Chicago, Il. 

Alleraft Manufacturing Co., Inc., Cam- 
bridge, Mass. 

Amana Refrigeration, 
lowa 

American Radiator & Standard Sani- 
tary Corp., New York, N.Y. 

Bauer Manufacturing Corp., Hawthorne, 
Calif. 

Cleveland Heater Co., Cleveland, Ohio 

Fedders Corp., Maspeth, N.Y. 

Frigidaire Division, General Motors 
Corp., Dayton, Ohio 

General Electric Co., Louisville, Ky. 

Hobart Manufacturing Co., Troy, Ohio. 

Kelvinator Division, American Motors 
Corp., Detroit, Mich. 


The Cuarmman. Thank you, sir. 
Mr. Rompere. Thank you. 


The Cuarrman. Mr. Galland ? 


Ine., Amana, 


Masor APPLIANCE DIVISION 


Lawson Manufacturing Co., New Ken- 
sington, Pa. 

Malleable Iroh Range Co., Beaver Dam, 
Wis. 

Norge Division, 
Chicago, Il. 
Permaglas Division, A. O. Smith Corp., 

Kankakee, Il. 
Phileco Corp., Philadelphia, Pa. 
Rheem Manufacturing Co., Chicago, Il. 
Tappan Co., Mansfield, Ohio. 
Wagoner Corp., Nashville, Tenn. 
Westinghouse Electric Corp., Mansfield, 
Ohio. 
Whirlpool Corp., St. Joseph, Mich. 
John Wood Co., Conshohocken, Pa. 


Borg-Warner Corp., 


STATEMENT OF GEORGE F. GALLAND, ATTORNEY, REPRESENTING 


SWIFT 


& CO. 


The Cuamman. You may proceed, sir. 
Mr. Gatianp. Mr. Chairman and committee members, my name is 
George F. Galland. This statement is submitted on behalf of Swift & 


Co. 
this statement. 


I am Swift’s attorney in the controversy which is the subject of 


This statement is not a general attack by Swift & Co. on the dual 


rate system of conference operation. It is submitted for the limited 
purpose of inviting the committee’s attention to problems arising from 
the facts herein recited, in the belief that such problems require legis- 
lative attention. 

Swift is a producer, processor, and exporter of meat and packing 
Louse products, with headquarters in Chicago. One of Swift’s prin- 
cipal export commodities is lard, and one of the principal overseas 
markets for lard is Cuba. Swift has for many years sold lard for 
the Cuban market in large quantities. 

In shipping lard to Cuba, Swift has generally patronized ocean 
carriers who are members of the Gulf and South Atlantic Havana 
Steamship Conference. This conference was created by, and its rights 
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and obligations are defined under Agreement No. 4188, which was 
approved by the Maritime Commission in 1936. The purpose of the 
conference 1s to promote commerce “from the United States gulf and 
South Atlantic ports south of Virginia, to Havana, Cuba” and to 
various Cuban outports. 

The same sentence which contains the quoted language provides 
also that— 

* * * nothing herein contained shall be construed to extend the provisions 
of this agreement to ports or territories other than as described herein. 

The conference has for many years employed a system of dual rates, 
made effective by means of freighting agreements between the con- 
ference and its shippers. The form of agreement (G—11) employed 
during 1958 obligated the shipper and its affiliates to offer for carriage 
by vessels of the conference members exclusively : 

* * * all cargo which shipper may have, or may cause to be shipped directly 

or indirectly from gulf and South Atlantic ports of the United States, to the 
Port of Havana, Cuba, and to aforesaid Cuban mainland outports. * * * 
For a considerable period up to mid-1958, Swift (or its subsidiaries) 
shipped virtually all of its lard to Cuba in tank cars which moved 
by rail to West Palm Beach, Fla., and were there rolled aboard 
rail car ferries of West India Fruit & Steamship Co. West India 
is a member of the conference, and by that I mean the Gulf and South 
Atlantic Havana Conference, and is the only member equipped to 
transport cargo loaded’on railroadcars. ' 

During 1958 White Gold Barge Line Corp., in which Swift owns 
a 50 percent interest, constructed two barges of about 1,200 tons capac- 
ity and equipped them with heating coils to permit the loading and 
discharge of lard in liquid form. A Swift subsidiary purchased lard 
from Swift and pumped it aboard White Gold barges at St. Louis. 
The barges were then towed to Havana without transfer of lading to 
any other vessel. Upon arrival of the barges at Havana, the lard was 
pumped into containers ashore. 

The conference, upon learning of the barge shipments, charged 
that Swift had broken its freighting agreement (G-11) by permit- 
ting a subsidiary to ship lard to Cuba by nonconference vessels. 
Swift denied the breach since the freighting agreement applied only 
to shipments from gulf ports or South Atlantic ports, and St. Louis, 
as a Mississippi River port many hundreds of miles upstream from 
the Gulf of Mexico, obviously fell in neither category. 

Since the conference persisted in its contention that the freighting 
agreement had been broken by Swift and since Swift continued to 
deny the breach, the question was referred to a panel of three arbitra- 
tors. The arbitrators recently issued their decision, holding by a 
2-1 vote that the shipments from St. Louis constituted a breach of 
the freighting agreement by Swift. Swift is seeking reconsideration 
of the arbitrators’ determination. 

After the controversy between Swift and the conference had de- 
veloped, the conference sought to make comprehensible its position 
for the future by amending the form of freighting agreement which 
it would tender to shippers for 1959. The amended freighting agree- 
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ment, designed form G-13, was changed from its previous form 
through the addition of the following language: 

The aforesaid cargo and shipments covered by this agreement shall include 
all cargo and shipments which the shipper may ship or cause to be shipped 


directly or indirectly as follows: 
(a) All cargo shipped from gulf and South Atlantic ports of the United 


States, and 

(bv) That portion of the carriage between gulf and South Atlantic ports of 
the United States and the Cuban ports-hereinabove described in respect of all 
eargo originating at or from any inland port or place and moving via or 
exported by way of any river or inland waterway terminating at, touching, or 
flowing through any gulf or South Atlantic port of the United States. 

I might interpolate that that quotation leaves something to be de- 
sired as either a grammatical or rhetorical masterpiece but in view 
of the circumstances of its origin, it was understood all around as 
indicating that the conference, beginning in 1959 was asserting a claim 
to cargo originating inland at any stream or waterway that flowed 
to the sea through any gulf or South Atlantic port. 

When the conference tendered the amended form (G-13) to Swift, 
Swift declined to execute it. Under the previous form, Swift obli- 
gated itself to the conference only with respect to cargo shipped to 
Havana from gulf ports and South Atlantic ports. It never intended 
to contract with respect to cargo shipped from any inland port, and 
when the contract form was altered to reveal that the conference 
asserted exclusive dominion over cargo shipped from inland ports 
(which the conference does not serve), Swift necessarily demurred. 
In consequence of its refusal to execute form G—13, Swift has been 
forced by the conference to pay noncontract rates on all merchandise 
shipped to Cuba on conference carriers; and it has been compelled 
to use such carriers extensively because (a) the White Gold barges 
were not equipped to carry cargo other than lard and similar prod- 
ucts and (6) the barge service has been forced to suspend temporarily 
owing to complications arising in Cuba. 

It has been Swift’s position at all times that no conference has the 
legal right to assert control over cargo actually exported from inland 
origins which lie outside the range of ports served by conference 
vessels or covered by conference agreements. This claim seems in- 
contestable in the case of the gulf and South Atlantic Havana Steam- 
ship Conference since its basic agreement (No. 4188) provides, as 
previously mentioned, that it shall not be construed to extend “to ports 
or territories other than as described herein,” i.e., other than U.S. gulf 
ports and South Atlantic ports. 

Consequently, Swift brought the revised form of freighting agree- 
ment to the attention of the regulation staff of the Federal Maritime 
Board. The Board entered an order suspending the operation of 
the amendatory language in form G—13 and inaugurated two related 
proceedings of inquiry (dockets 849 and 851) to test the propriety of 
the conference attempt to control cargoes exported from inland ports. 

Subsequently, Swift and its subsidiary Swift & Co. Packers filed a 
complaint with the Maritime Board demanding a prohibition against 
form G-13, and also demanding reparation for excess freight collected 
by conference carriers at the noncontract scale. 
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A copy of the complaint is attached to this statement. The com- 
plaint has been docketed as No. 854 and consolidated with Nos. 849 
and 851. Hearings in the consolidated cases will begin in New Or- 
leans on July 21. 

I am not seeking by this appearance to try the Maritime Board pro- 
ceedings before this committee. Those proceedings will be litigated 
in due course before the agency, and perhaps before courts sitting in 
review of agency action. Swift has deputed me to submit this state- 
ment because the dispute with the conference, whatever its outcome 
in litigation before the Maritime Board, raises major questions of 
policy in relation to the dual rate system. In Swift’s view, these 
questions merit legislative attention, and the problems they involve 
invite a legislative solution. 

In seeking to control cargo shipped from inland ports, the con- 
ference is not merely transgressing a geographic restriction in its 
basic agreement, but is seeking exclusive control over cargo shipped 
direct to foreign destination from ports which the conference does 
not serve, and which are in many instances (e.g., St. Louis) hundreds 
of miles distant from any port which the conference does serve. If 
the conference could make good its specific objective in relation to 
St. Louis or the broader objective voiced in its form G-13, it would 
follow as a general proposition that conferences serving only seaboard 
ports could destroy the overseas commerce of every inland port in the 
United States; could effectively drive out of business every water car- 
rier transporting import or export cargo from or to any inland port in 
the United States; and could materially impair the utility of inland 
waterway and river and harbor improvements and navigational aids 
in which the Government has invested hundreds of millions of dollars 
and which serve vast regions of the country. We submit that each of 
the indicated consequences is offensive to public policy, injurious to 
legitimate business and community interests, and obnoxious to the 
precepts of commercial decency. 

The port of St. Louis is strategically located for the shipment down 
the Mississippi to Cuba and other foreign destinations of cargoes 
originating in a large area of the Midwest. The port has satisfactory 
facilities for shallow-draft vessels suitable for such commerce. Con- 
sequently, it offers natural advantages to many present and prospec- 
tive midwestern shippers for direct shipment of their products to 
overseas destinations on an economical basis without the delay and 
expense imposed by the burdensome process of overland shipment to 
seaboard and transshipment at seaboard to an ocean vessel. Since no 
conference line serves St. Louis and no deep-draft vessel can serve St. 
Louis, it would seem obviously oppressive to let the conference with 
which Swift is in controversy, or any other seaboard conference, frus- 
trate the development of St. Louis as a port, or impede the use of the 
port by local shipping interests who can profitably exploit its natural 
advantages and its manmade facilities. 

The conference position has a special current significance, since the 
attempted extension of conference power coincides with the opening 
of the St. Lawrence Seaway—a project which has dramatized the 
importance to inland port communities and to inland business interests 
of a navigable connection with the sea. If the gulf and South Atlantic 
IIavana Steamship Conference can cut off the port of St. Louis and its 
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shippers from access to overseas markets, the various Atlantic con- 
ferences can similarly stultify Chicago, Milwaukee, Detroit, Cleveland, 
and Buffalo and deprive them of the spectacular advantages antici- 
pated from their new status as deepwater ports. 

The conference position is harmful not only for the reasons stated 
but also because it operates as a block against technological progress in 
the shipping industry. The entire ocean shipping industry is now en- 
gaged in an intense and costly effort to increase efficiency and reduce 
costs by minimizing the number of times cargo must be handled be- 
tween origin and destination and by accelerating the handling process. 
Many different means have been proposed or tested, or adopted. 

As regards lard, Swift and its subsidiary have made a major con- 
tribution to the efficiency and economy of the shipping process by 
devising a system whereby the commodity may be exported in bulk 
direct from an inland port to foreign destination without transship- 
ment and without rehandling at seaboard. This method of shipment 
effects major savings of cost as compared to the combination of rail 
and car ferry charges previously incurred in shipping by tank car to 
West Palm Beach and b yy car ferry from there to Havana. To permit 
the conference to stand in the way of efliciency—particularly by seek- 
ing to extend its influence into territory it does not serve and which 
lies beyond its jurisdiction—seems particularly repugnant to sound 
shipping policy. 

The truth is that no member of the conference could have handled the 
lard which was transported in the White Gold barges. A barge con- 
taining 1,200 tons of cargo can obviously not be loaded aboard a car 
ferry. Neither can it be lifted aboard any conventional cargo liner. 
The conference claim that conference lines were entitled to carry the 
lard which was actually carried by the barges would mean that the 
conference had the further right to compel the shipper to repack its 
shipments and to tender them ‘to the conference in packages which the 
conference was equipped to handle. We submit that the shipping 
industry, no less than other public callings, is the servant of commerce 
rather than its master, and has no such power of dictation as its 
objective implies. 

An administrative analogy to the present situation is found in a 
decision of the U.S. Maritime Commission: Contract Routing Restric- 
tions (2 U.S.M.C. 220), decided in 1939. In that case, the Fjell Line 
had inaugurated service from Europe to various Great Lakes ports 
with small vessels using the pre-St. Lawrence Seaway locks. Various 
Midwestern shippers used the Fjell Line service and were accused by a 
seaboard conference of violating their freighting agreements—al- 
though the seaboard conference offered no service to the Great Lakes. 
The Maritime Commission held that the Great Lakes-St. Lawrence 
route is a natural outlet for cargo of Midwestern origin and that 
Midwestern shippers had the right to the natural advantages which the 
route afforded. We should suppose that this decision would be re- 

garded by one and all as determinative of the present controversy be- 
tween Swift and the conference. However, since the decision has 
failed to prevent w hat it was obviously intended to prevent, it seems 
advisable the Congress, in dealing with the dual-rate system, take 
specific notice of the type of situation here involved. 
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Section 15 of the Shipping Act is the principal statute governing 
steamship conferences. It provides for the disapproval of confer- 
ence agreements which are unjustly discriminatory as between car- 
riers, shippers, exporters, importers, or ports, or which operate to 
the detriment of U.S. commerce. We submit that within the pre- 
scribed standards, steamship conferences must be treated not as an 
end in themselves, but as instrumentalities for promotion of commerce 
and advancement of the public good. When a conference seeks to 
extend the legitimate monopoly conferred by its basic agreement to 
retard the devolopment of ports and areas it does not and cannot 
serve; and to hinder shippers seeking to exploit their natural advan- 
tages of location and of facilities; and to render useless inland high- 
ways of commerce developed and improved at public cost; and to 
impede technological advances in the shipping industry—we submit 
that conferences burst the bounds of propriety and assume a predatory 
character which negates their reason for being. 

We have not drafted any specific recommendations for new laws 
to restrain conference excesses of the kind I have described, but we 
feel that any new statute dealing with dual rates should impose sen- 
sible restraints to protect the public from oppression. As regards the 
problem to which this statement relates, we suggest a statutory restric- 
tion against the use of a conference’s pow er (a) to prevent the rout- 
ing of cargo through areas which the conference does not serve, or 
(6) to require that any shipper desist from using any type of trans- 
portation facility which meets the shipper’s needs but which is not 
offered by the conference asserting jurisdiction over the trade in 
question. 

(The following is the complaint to which the statement refers :) 


Before the Federal Maritime Board 


Docket No. 854 


Swirt & CoMPpANy, SwirtT & COMPANY PACKERS, COMPLAINANTS 
v. 


}ULF AND SouTH ATLANTIO HAVANA STEAMSHIP CONFERENCE; COMPANIA NAVIERA 
CuBAMAR, S. A. (CUBAMAR LINE) ; LYKES Bros. STEAMSHIP Co., INC., NAVIERA 
GaRcIA, 8.A.; STANDARD FRUIT AND STEAMSHIP COMPANY; UNITED FRuIT CoM- 
PANY; WEST INDIA FrRuIT & STEAMSHIP Co., INC.; DANIEL E. TAYLOR, RE- 
SPONDENTS 

COMPLAINT 


The complainants above named state upon information and belief: 

1. Complainant Swift & Company (hereafter called Swift) is an Illinois cor- 
poration engaged in the production, processing, sale, and export of meat and 
packinghouse products, having its principal office at 4115 Packers Avenue, 
Chicago, Illinois. 

2. Complainant Swift & Company Packers (hereafter called Packers) is a 
Nevada corporation wholly owned by Swift, having its principal office at 4115 
Packers Avenue, Chicago, Illinois. It is engaged in the production, importation, 
processing, sale, and distribution of meat, packinghouse products, and groceries 
in Cuba. 

3. Respondent Gulf and South Atlantic Havana Steamship Conference (here- 
after called the Conference) is an organization of common carriers by water in 
the foreign commerce of the United States under Agreement No. 4188. The 
Conference address is 321 St. Charles Street, New Orleans 12, Louisiana. All 
of the Conference members are respondents in this proceeding. Agreement 4188 
applies to commerce from United States Gulf ports and United States South 
Atlantic ports (south of Virginia) to Havana and specified Cuban outports; 
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and such agreement provides that “nothing herein contained shall be construed 
to extend the provisions of this Agreement to ports or territories other than 
as described herein.” 
4, The names and addresses of the Conference members are: 
Name Address 


Compania Naviera Cubamar, S.A., San Ignacio 104-108, Havana, Cuba 
(Cubamar Line) 


Lykes Bros. Steamship Co., Inc. 925 Whitney Building, New Orleans 12, 
Louisiana 
Naviera Garcia, S.A. Pier 34, North River, New York 18, 
New York 
Standard Fruit and Steamship 1201 St. Charles Avenue, New Orleans, 
Company Louisiana 
United Fruit Company 80 Federal Street, Boston 10, Massa- 
chusetts 


West India Fruit & Steamship Co., Inc. 222 W. Main Street, Norfolk, Virginia 


5. Respondent Daniel E. Taylor is the President and the controlling stock- 
holder of West India Fruit & Steamship Co., Inc. (hereafter called West India). 

6. Swift has heretofore sold and intends to continue selling lard, meat, and 
packinghouse products in the United States for export to Cuba, and has exported 
such commodities to Cuba from United States Gulf or South Atlantic ports via 
respondent West India (a member of the Conference) and intends to continue 
such exportation. 

7. For more than two years prior to the date of this complaint, Swift, as 
“Shipper”, has been a signatory to a freighting agreement with the Conference. 
Under the form of such agreement in use before and during 1958, each shipper 
(including Swift) agreed to offer to member lines of the Conference— 

“* * * all cargo which Shipper may have, or may cause to be shipped directly 
or indirectly from Gulf and South Atlantic ports of the United States, to 
the Port of Havana, Cuba, and to aforesaid Cuban Mainland Outports, including 
not only cargo of the Shipper but cargo of any agent, affiliate, or subsidiary 
of Shipper or any company controlled by or under common management and 
control with Shipper or for whom Shipper acts as agent * * * and except 
as hereinafter expressly provided, Shipper will not directly or indirectly, 
itself or through any agent, associate, or affiliate, ship, cause to be shipped, or 
arrange for the shipment of any such cargo between the ports covered by this 
agreement otherwise than by a vessel or vessels of the Carrier.” 

In return for the aforesaid commitment, the Conference members agreed 
that the rates to be assessed on the cargo of shippers signing the aforesaid 
freighting agreement (hereafter called contract shippers) would be the lower 
of two Conference tariff rate scales, the rates embraced in such lower scale 
being hereafter called contract rates, and the rates embraced in the higher 
scale being hereafter called noncontract rates. 

8. Before and during 1958 Swift sold (and continues to sell) merchandise to 
Packers, for export to Cuba as aforementioned. Such sales are usually made 
f.o.b. rail cars at point of loading in the United States. Where shipments to 
Cuba of such merchandise have been made through a Gulf or South Atlantic 
port of the United States, the cars have moved by rail to West Palm Beach 
or New Orleans and have there been loaded on car ferries operated by West 
India for carriage to Havana. Under the freighting agreement in force 
through 1958, West India, as a member of the Conference, assessed the con- 
tract rate of freight on all such merchandise. The freight was customarily 
borne by Packers. 

9. West India is the only member of the Conference having facilities for carri- 
age to Cuba of freight loaded in rail cars. The service to Cuba of West India 
and all other members of the Conference is confined to Gulf and South Atlantic 
ports of the United States. 

10. Between June and September of 1958, a portion of the lard sold by Swift 
to Packers was shipped directly from St. Louis, Missouri, to Havana on barges 
of White Gold Barge Line Corporation, which is not a member of the Con- 
ference. St. Louis is not a South Atlantic port or a Gulf port, and is not 
served by any member of the Conference. Direct barge shipment of lard from 
St. Louis to Havana effected material savings in transit time as compared to 
service via rail and car-ferry, and resulted in costs substantially lower than 
the combined charges for shipment to seaboard by rail and from seaboard to 
Cuba by West India car ferry. 
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11. The Conference charged that the aforementioned shipments of lard direct 
from St. Louis to Havana constituted a breach of Swift’s 1958 freighting agree- 
ment with the Conference. Swift denied such charge and the dispute was sub- 
mitted to arbitration. The arbitrators held hearings early in 1959 but have not 
announced their decision. 

12. After the Conference had charged that lard shipments direct from St. 
Louis to Havana as aforementioned were in violation of the 1958 form of 
freighting agreement, the Conference revised its freighting agreement to be 
tendered to shippers for 1959 and subsequent periods, by adding language not 
theretofore included in the 1958 form or any previous form of freighting agree- 
ment. The revised form was designated G-13 and the new language therein 
purported to make it applicable to— 

“That portion of the carriage between Gulf and South Atlantic ports of the 
United States and the Cuban ports hereinabove described in respect to all cargo 
originating at or from any inland port or place and moving via or exported by 
way of any river or inland waterway terminating at, touching, or flowing through 
any Gulf or South Atlantic port of the United States.” 

The foregoing provision was designed for the purpose of curtailing and if 
possible of stifling non-Conference competition and particularly the competi- 
tion of White Gold Barge Line Corporation by depriving White Gold of the 
patronage of Swift and Packers and other signatories of Conference freighting 
agreements. Such provision rendered agreement G—13 unlawful under section 
14 of the Shipping Act, 1916 (46 U.S.C. 812), the provision having not been a 
part of any dual rate contract arrangement in use by the members of the Con- 
ference on May 19, 1958. 

13. On information and belief, the language newly inserted in the 1959 
freighting agreement G—13 would prevent signatories of form G—13 from making 
direct shipment of merchandise to Cuba from St. Louis and many other inland 
ports and areas via non-members of the Conference, notwithstanding that the 
Conference members furnish no service at such inland ports and are precluded 
by Agreement 4188 from taking any action as Conference members with respect 
thereto. Further, the exaction of noncontract rates from nonsignatories of 
form G-—13 has the effect of penalizing Swift, Packers, and other shippers 
similarly situated, for using the Port of St. Louis (and ports comparably 
situated) on the Mississippi River and other rivers and inland waterways for 
the transportation of their cargoes to Cuba. The Port of St. Louis is a natural 
outlet and the Mississippi River is a natural waterway for the shipment of lard 
and other products of midwestern origin to Cuba. Swift, Packers, and other 
shippers have a right to the advantages of such port and of such waterway in 
the transportation of their products, and such right is not subject to impairment 
by members of the Conference or by any other carriers who do not serve St. 
Louis or other inland ports comparably situated. The attempt of the Con- 
ference members to control cargo via St. Louis (and ports comparably situated) 
and the Mississippi River and other rivers and inland waterways is arbitrary, 
and discriminatory against Swift and Packers, and against the Port of St. Louis 
and ports comparably situated, and against cargo originating at or near St. Louis 
and other midwestern origins, and is detrimental to the commerce of the United 
States, and is unlawful under section 15 of the Shipping Act, 1916 (46 U.S.C. 
814) because not approved and nonapprovable thereunder. Such attempt is also 
unlawful under section 205 of the Merchant Marine Act, 1936 (46 U.S.C. 1115). 

14. By order published in the Federal Register January 21, 1959 (24 F.R. 
482), and by amended order published in the Federal Register March 5, 1959 
(24 F.R. 1662), the Board directed that the Conference and its members cease 
and desist from effectuating the aforementioned new provision in their 1959 form 
of freighting agreement (G-13). On or about March 10, 1959, the Conference 
circulated to its contract shippers a notice that the Conference and its members 
would give no effect to the new provision of the 1959 form of freighting agree- 
ment (G-—13) as long as the Board’s cease and desist order should remain in 
force: but no such notice was received by Swift. 

15. Between January 1, 1959, when form G—13 was first made effective by the 
Conference and approximately May 11, 1959, no freighting agreement was in 
Force between Swift and the Conference. Between January 1, 1959, and May 
10, 1959, Swift and/or Packers shipped merchandise to Cuba via vessels of 
West India. West India assessed the noncontract rate of freight on each ship- 
ment, such rate being higher in every instance by 20 cents per hundred pounds 
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than the applicable contract rate. The shipments in question and the excess of 
freight thereon at noncontract over contract rates, were as follows: 





Excess freight 








Commodity Number of | Average car- | on indicated 
carloads loading number of 
carloads 
Pounds 
NE Ti Re a a oe ene tO 1h Lee e Nees ts oe 55 50, 000 $5, 500 
PRRG ckdccccsciscckiqnabeibetods saqgeh adahintsecaccagubbeaebaben 177 60, 000 21, 240 
0 ocudbettnbabumbbhnéhegewonbinbtsttettavaeews ued 6 60, 000 720 
DSSS ci caindushoidad mu diak anine Rc hed cl abidakteendindeianasiae 6 68, 000 816 





By virtue of West India’s assessment of noncontract rates, Swift and/or Pack- 
ers paid to West India freight which exceeded the freight computed at contract 
rates by $28,276. The right is reserved to amend or supplement this complaint 
to cover any further reparation which may accrue after May 10, 1959. 

16. The uniform spread of 20 cents per hundred pounds between the Con- 
ference’s contract and noncontract rates is arbitrary because it is not based upon 
or related to the value of particular commodities or to the freight rate thereon. 
It constitutes a higher percentage of the value of low-priced commodities than 
of higher priced commodities and a higher percentage of a low freight rate than 
of a higher rate. As such, the spread is unreasonable, and detrimental to the for- 
eign commerce of the United States, and unjustly discriminatory and unfair with 
respect to lower priced and lower freight rated commodities and shippers and 
consignees thereof, as compared to higher priced and higher freight rated com- 
modities and shippers and consignees thereof, and the spread therefore violates 
section 15 (46 U.S.C. 814) and 16 (46 U.S.C. 815) of the Shipping Act, 1916. 

17. Except for the unlawful requirement that Swift (and its affiliates, sub- 
sidiaries, ete.) refrain from shipping to Cuba direct from St. Louis (and ports 
comparably situated) via non-Conference carriers, Swift would have executed 
the 1959 form of freighting agreement (G—13) in time to make it effective from 
January 1, 1959, and in that event would have been permitted to ship on Con- 
ference vessels throughout 1959 at contract rates. Upon learning of the Con- 
ference notice referred to in paragraph 14 above, Swift executed Agreement 
G-13, subject, however, to the Board’s cease and desist orders applicable thereto. 

18. West India and other members of the Conference have, during 1959, 
transported to Cuba for competitors of Swift and Packers, at contract rates, the 
same commodities and competitive commodities on which noncontract rates 
were assessed when shipped by Swift and/or Packers. The refusal to extend 
contract rates to Swift and/or Packers was due solely to Swift’s nonacceptance 
of an unlawful condition in the 1959 form of freighting agreement (G-—13). 

19. The exaction from Swift and/or Packers of noncontract rates during 1959 
while contract rates were allowed on the same commodities and competitive 
commodities to competitors of Swift and Packers, constituted an undue and 
unreasonable preference of and advantage to such competitors and an undue 
and unreasonable prejudice and disadvantage to Swift and Packers, in violation 
of section 16 of the Shipping Act, 1916 (46 U.S.C. 815). 

20. The exaction from Swift and/or Packers of noncontract rates under the 
circumstances hereinabove set forth constituted a retaliation against Swift and 
Packers and a resort to discriminating and unfair methods because of lard 
shipments made in 1958 from St. Louis to Havana via White Gold Barge Line 
Corporation, and because Swift had refused to execute the unlawful 1959 form 
of freighting agreement {(G—13)—all in violation of section 14 of the Shipping 
Act, 1916 (46 U.S.C. 812). 

21. West India is the only member of the Conference furnishing or equipped 
to furnish the service of transporting lard or other products loaded in rail- 
road cars from United States Gulf or South Atlantic ports to Cuba, and has 
a monopoly of such transportation in that trade. Since no member of the 
Conference other than West India is equipped to offer, or offers such service, West 
India’s rates for and practices relative to such service are of no legitimate com- 
mercial interest to any carrier except West India, and may not lawfully 
be made the subject of collective action between West India and other carriers. 
Further, the Conference under Agreement 4188 has no jurisdiction over “liquid 
cargo carried in side tanks or deep tanks of vessels in quantities in excess of 
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450 tons of 2,000 pounds.” The 1959 form of freighting agreement (G-—13) or 
any other form of freighting agreement, insofar as it purports to require (ex- 
pressly or inferentially) that all shipments in rail cars from Gulf and South 
Atlantic ports to Cuba be shipped via the Conference (which in the circum- 
stances herein set forth means West India) operates to perpetuate and extend 
West India’s monopoly of the carriage of cargo in railway cars in the Gulf 
South Atlantic-Cuba trade. Any such monopoly or attempted monopoly by a 
single carrier is unlawful under section 15 of the Shipping Act, 1916 (46 U.S.C. 
814) and under the decisions of the Board. Insofar as the 1959 form of freight- 
ing agreement (G-13) or any other form of freighting agreement purports to 
apply to lard (a liquid commodity) in quantities over 450 tons (which quantities 
of lard in liquid form would necessarily be carried in side tanks or deep tanks 
of conventional freighters), it exceeds the authority of the Conference as limited 
by Agreement 4188 and violates section 15 of the Shipping Act, 1916 (46 U.S.C. 
814). 

By reason of the facts hereinabove set forth, Swift and Packers have been 
damaged during the period from January 1 through May 10, 1959, in the 
amount of $28,276, representing excess freight at noncontract rates on shin 
ments hereinabove described. 

Wherefore, Swift and Packers demand: 

(a) That reparation be awarded for the damages suffered by Swift and 
-ackers in the sum of $28,276 and for any further damages sustained after 
May 10, 1959, and before the final determination of this:proceeding, plus interest; 

(b) That the respondents be permanently ordered to desist from requiring 
shippers (including Swift and Packers) to accept in any freighting agreement 
the new language in the 1959 form of freighting agreement (G—13) or any lan- 
guage impairing the freedom of shippers to select carriers of their own choice 
for transportation to Cuba of cargo shipped from ports other than Gulf and 
South Atlantic ports, or cargo which is otherwise excluded from Agreement 
No. 4188; 

(ec) That respondents be ordered to desist (1) from the use of any dual rate 
contract or other type of exclusive patronage contract relative to the shipment 
to Cuba of merchandise loaded in railroad cars, as long as the service of trans- 
porting merchandise loaded in railroad cars is offered by only one respondent ; 
and (2) from the use of the arbitrary spread between contract and noncontract 
rates as hereinabove described in paragraph 16, and from the use of any similar 
spread not based on sound and fair ratemaking principles; and 

(d) That the Board award such other and further relief as it deems proper. 

Respectfully submitted. 

Swirt & CoMPANY, 
Swirt & COMPANY PACKERS, 
By GEORGE F. GALLAND, 
Attorney for Both Complainants. 

May 19, 1959. 

George F. Galland, being duly sworn, states that he is the attorney for 
Swift & Company and Swift & Company Packers in this proceeding; that he is 
the person who executed the foregoing complaint on their behalf; that he re- 
ceived the information set forth inthe complaint from interviews with com- 
plainants’ personnel and from personal inspection of complainants’ files and that 
the matters set forth in the complaint are true to the best of his knowledge, in- 
formation and belief. 

(Signed) George F. Galland, 
GEORGE F. GALLAND. 
Sworn to before me this 19th day of May 1959. 


Maroot J. WooprineG, Notary Public. 
My commission expires March 8, 1961. 


The Cuarrman. Are there any questions? 

Mr. Totterson. Yes, Mr. Chairman; I have one or two. 

Mr. Galland, as your statement suggests, this matter is currently 
pending before the Maritime Board. — 

Mr. Gatianp. That is correct, sir. 

Mr. Totierson. You-also say in your statement that there is a 
possibility that the case will finally go to the courts. 
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Mr. GALLAND. I would assume that that may be true. I speak from 
the standpoint of Swift & Co. if Swift should lose, and I am specu- 
lating that our adversaries might have the same thought in mind 
if they should lose. 

Mr. Totterson. One or the other may appeal to the courts which 
indicates, of course, that there is a legal problem involved here. Do 
you intend to say to the committee that, despite how the court may 
rule—and let us assume that the court would rule adversely to Swift 
& Co.—you would still advocate that the committee do something by 
way of legislation to, I might say, upset the court’s ruling ‘ 

Mr. Gatuanp. Yes, Mr. Tollefson. The problem here seems to me 
to be that with this committee sitting to consider the subject before 
it, there is a strong possibility that the law in respect to dual rates 
will be amended in particulars not yet known. Since some amendment 
of the law is a distinct possibility, I feel that it is necessary, in the 
protection of Swift’s interest, to suggest this problem to the commit- 
tee so that it can be taken into consideration when and if new legis- 
lation is formulated. 

It is always a somewhat delicate proposition to discuss in public 
a matter that is in litigation before any tribunal at all and I cannot 
overstate my objective of not desiring by this testimony to influence 
the Federal Maritime Board or any court. I do think, however, that 
Swift’s ultimate rights may depend upon legislation that is different 
from the legislation now before the agency and I think we have here 
a serious economic problem that ought to be in the mind of the com- 
mittee when it drafts whatever legislation it may ultimately report. 

Mr. Touierson. There was a board of arbitration that decided 
against you by a vote of 2to 1? 

Mr. GAtLANpD. That is correct, sir. 

Mr. Totterson. How was that board selected ? 

Mr. GALLANnD. One arbitrator was designated by Swift, one by the 
conference, and the two arbitrators selected the third. That is as 
provided under the terms of the freighting agreement. 

Mr. Totierson. The one selected by Swift, of course, voted differ- 
ently than the other two? 

Mr. GALLAND. Yes, sir. 

Mr. Totuerson. That is obvious. 

Mr. Gauianp. That is the way it usually happens in arbitration. 

Mr. Totierson. Was their decision a lengthy one? 

Mr. Gatuianp. No, it was about 214 pages long, I think, sir. 

Mr. Totierson. Mr. Chairman, just so that I might have it for my 
consideration, may we have it submitted ? 

The CoarrmMan. Do you have a copy of it ? 

Mr. Gatianp. No, I do not but I would be glad to submit it, sir. 

The CuHarrmMan. We will get a copy of it and put it in the record 
at this point. 

(The decision referred to follows :) 





ARBITRATION IN THE MATTER OF Swirt & COMPANY OF CHICAGO AND GULF AND 
SoutTH ATLANTIC HAVANA STEAMSHIP CONFERENCE 


Opinion and Award 


The hearing in this case was held on Sunday, March 8, 1959, at the Board 
of Trade Building, New Orleans, Louisiana. 

Swift & Company of Chicago was represented by Mr. Nigel B. Rafferty, of the 
firm of Monroe & Lemann, New Orleans, Louisiana. 
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The Gulf and South Atlantic Havana Steamship Conference was represented 
by Mr. Odell Kominers, of the firm of Kominers & Fort, of Washington, D.C. 

The arbitrators were: Messrs. Dallas Ward, Albert Hanemann, and Ray 
Forrester, all of New Orleans, Louisiana. 


OPINION 


The sole issue presented for arbitration was whether Swift & Company 
breached a Shippers’ Freighting Agreement by shipping lard in bulk via barge 
from St. Louis, Missouri, to Havana, Cuba, during 1958. The arbitration board 
has not been called upon to resolve any issue not germane to the agreement, 
such as the legality of steamship conferences, per se, the dual rate system 
existing under conference agreements, monopolies in the carriage of certain 
eargoes to Cuba, or lard marketing policies and competitive practices in the 
sale of lard in the United States or Cuba. 

The facts underlying this case are set forth in the two volumes of the 
transcript of the proceedings, with exhibits, as well as in the descriptions con- 
tained in the several briefs filed by the parties. 

The case relates primarily to the meaning of Section 1 of the Freighting 
Agreement between the parties, effective January 1, 1955, and, by renewal, 
in effect during the year 1958. 

Section 1 reads as follows: 

“1, During the term of this agreement, namely, between January 1, 1955, 
and December 31, 1955, inclusive, Shipper will offer, or cause to be offered, for 
carriage by vessels of Carriers exclusively, all cargo which Shipper may have, 
or may cause to be shipped directly or indirectly from Gulf and South Atlantic 
ports of the United States to the Port of Havana, Cuba, and to aforesaid 
Cuban Mainland Outports, including not only cargo of the Shipper but cargo 
of any agent, affiliate, or subsidiary of the Shipper or any company controlled 
by or under common management and control with Shipper, or for whom 
Shipper acts as agent (all such agents, affiliates or subsidiaries or controlled 
companies being listed on the reverse side of this agreement and being herein- 
after referred to as Affiliates), and except as hereinafter expressly provided. 
Shipper will not directly or indirectly, itself or through any agent, associate 
or affiliate, ship, cause to be shipped, or arrange for the shipment of any such 
cargo between the ports covered by this agreement otherwise than by vessel or 
vessels of the Carrier.” 

At the time the 1955 Freighting Agreement was executed and until this dis- 
pute arose in 1958, Swift’s method of shipping lard in bulk destined for Cuba 
was by railroad tank car from the inland sources of Swift & Company, includ- 
ing St. Louis, to a South Atlantic port, West Palm Beach, where the tank 
cars were placed on ships operated by a member of the Conference. These 
ships, which were equipped to convey tank cars, carried them to Cuba for 
unloading. Prior to 1958 there was no shipment of lard by barge from St. 
Louis to Cuba. 

In 1958, while the Freighting Agreement was still in effect, Swift & Com- 
pany, through subsidiary companies, began the shipment of lard in bulk by 
means of two barges specially designed and recently constructed for that pur- 
pose. These barges were owned and operated jointly by a subsidiary company 
of Swift and the Century Packing Company of Cuba. 

The barges moved from St. Louis to Cuba by way of New Orleans. A river 
pushboat (except on the first voyage) was used to transport the barges from 
St. Louis to New Orleans. At or near New Orleans an ocean tugboat took over 
the tow in midstream by passing the lines while the barge was still in motion 
and then towed it astern on across the Gulf to Cuba. The ocean tugboat cleared 
at the Port of New Orleans. The barges cleared at the Port of St. Louis, except 
on the first trip when an unexpected delay required additional clearance at 
New Orleans. 

The purpose of Swift & Company in chang.ng from the previous method of 
shipment, described above, to shipment by its own barges was to reduce the cost 
of transportation to gain a competitive advantage in exporting bulk lard to 
Cuba. 

In determining the meaning of the language of Section 1, it must be read in 
relation to the circumstances existing in 1955, when the agreement was initially 
made. Viewed in this light, it seems that the object of the parties was to insure 
that, in exchange for a favorable rate and dependable service, Swift & Company 
would use only the ships of the Conference in order to convey its lard destined 
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for Cuba. Since virtually all of the lard came from the midwest, it was known 
to both parties that the sources of the lard coming to the shippers would be 
inland points. The Conference members were not concerned primarily with 
how the lard reached the Gulf and South Atlantic ports, where they were able 
to receive it initially. They were concerned with how the lard moved from 
Gulf and South Atlantic ports to Cuba. 

These considerations were known to Swift & Company when the 1955 and 
subsequent agreements were made. The fair meaning of the Agreements, in 
relation to this case, was that Swift & Company, in exchange for stable and de 
pendable service, plus lower rates, was to give its lard shipments, whether orig- 
inating inland or at the ports, to the Conference over these routes covered by 
the Conference; that is to Cuba from South Atlantic and Gulf ports. The 
specific mention of Gulf ports and South Atlantic ports was significant mainly 
because these were the ports from which the Conference members expected to 
operate. 

The substance of the agreement was violated when Swift & Company placed 
into execution a plan which deprived the Conference of lard shipments which it 
and Swift & Company had contemplated as committed to the Conference in the 
1955 and subsequent agreements. 

The idea of sending bulk lard to Cuba by means of barges was one which 
violated the spirit and basic purpose of the agreement. The agreement con- 
templated and intended that Swift’s St. Louis lard destined for Cuba would 
travel from Gulf and South Atlantic ports by means of the ships of the Confer- 
ence. The full intent of the agreement fairly excluded any device for convey- 
ing Swift & Company’s lard across the Gulf by means other than the ships of 
the Conference. 

These comments are not intended to question the proposition that Swift & 
Company acted honorably and in good faith, but it seems that Swift has not 
followed the general and full intent of the agreement by adopting a narrow— 
a too narrow—interpretation of the words of the contract. 

The contract says “Shipper will offer * * * all cargo which shipper may 
have * * * from Gulf * * * ports” to Cuba. Even taken in the narrow and 
literal terms chosen by Swift & Company, these words do not specify that the 
shipments of lard must originate at Gulf ports. In fact, as stated before, 
nearly all lard shipments originated inland at the time of the agreement. 
Furthermore, from the viewpoint of the Conference, it mattered not whether the 
lard came to the Conference by barge or railroad tank car for subsequent ship- 
ment across the Gulf. 

The use of barges from St. Louis to New Orleans did not violate the agree- 
ment. But when the shipper transported the cargo from New Orleans, a Gulf 
port, to Cuba it violated the agreement. It was the shipment from the Gulf 
port that concerned the Conference, and it was at this stage of the shipment that 
Swift & Company failed to live up to the full meaning of its agreement. 

Swift & Company contracted for a favorable rate across the Gulf. Now they 
seek to arrange another means of obtaining lower transportation costs. This 
they cannot do during the term of the agreement. They were not compelled to 
renew the agreement with the Conference beyond the term specified in it, and 
they could have waited until the agreement expired before setting in motion the 
new plan for lower shipping costs. But Swift & Company failed to wait, and 
thereby violated the agreement during the remainder of its term. 

From one viewpoint, the shipping from New Orleans involved herein was 
really accomplished by the sea tug Elk. It furnished the power. The barge 
with no power—was really only a receptacle for the lard much like the railroad 
tank car. The barge was moved by river boat to the Gulf port of New Orleans. 
The tank cars were moved by locomotive to the port. The real shipment from 
New Orleans was accomplished by the Hlk, which originated in and moved from 
the Port of New Orleans. In fact, it “cleared” from New Orleans. (See testi- 
mony of Mr. Ittmann, transcript, pp. 11, 15, 16.) It seems hardly accurate to 
view a powerless receptacle (the barge) as a ship moving from St. Louis to 
Cuba. It seems fairer to view the barge as a large container of lard shipped 
by river tug to New Orleans and then from New Orleans to Cuba across the open 
Gulf by the sea tug Elk. 

From this viewpoint, the Gulf shipping of the lard did in fact originate at New 
Orleans when the Elk took over for the sea voyage. 

Mr. Albert Hanemann and Mr. Ray Forrester agree on the award in this 
case and on the supporting reasoning. Mr. Dallas Ward has expressed his 
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dissent to the conclusions herein and has requested that his dissent be indicated, 
It is his intent to prepare and deliver to the parties a dissenting opinion. 

In conclusion, each of the arbitrators wishes to express his commendation 
to the attorneys who represented the parties in this difficult case. Mr. Rafferty 
and Mr. Kominers performed with exceptional ability in the very clear and 
thorough manner in which they explained the complicated facts and issues. 


AWARD 


Swift & Company of Chicago has violated the agreement with the Conference, 
It is to pay the Conference the sum due under the terms of the agreement. 

By agreement of the parties, reached at the hearing, the arbitrators retain 
jurisdiction to hold further hearings and issue a further award if the parties 
are unable to determine mutually the exact sum due. 

(Signed) Ray FORRESTER, 
(Signed) ALBERT HANEMANN, 
New ORLEANS, LOUISIANA, June 10, 1959. 





[FMB Dockets 849, 851, 854] 


ARBITRATION IN THE MATTER OF WHITE GOLD BARGE LINE (SwIFtT AND COMPANY 
OF CHICAGO) AND GULF AND SoUTH ATLANTIC HAVANA STEAMSHIP CONFERENCE 


DISSENTING OPINION OF ARBITRATOR WARD 


The hearing in this case was held on Sunday, March 8, 1959, in the Board of 
Trade Building, New Orleans, La., at which I was present and heard all oral 
evidence. Briefs and counterbriefs were submitted by the parties at interest, 
which I have studied carefully. 

The arbitrators in this case were myself, Albert Hanemann, and Ray For- 
rester, all of New Orleans. Mr. Forrester and Mr. Hanemann have rendered 
an opinion in which I do not agree, and this will be my explanation for not 
agreeing to the majority opinion. 

The evidence shows that in 1957 and part of 1958, Swift and Company were 
shipping lard, in tank cars, from West Palm Beach, Florida, to Cuba via the 
ear-ferry service of the West India Steamship Company, a member of the Gulf 
and South Atlantic Havana Steamship Conference. During 1957 and the early 
part of 1958 there was organized a Cuban corporation known as the White Gold 
Barge Line Corporation. This corporation constructed two seagoing barges, 
especially equipped to handle lard in bulk. During 1958 this corporation offered 
to haul, and did haul, lard in bulk from St. Louis via the Mississippi River and 
the Gulf of Mexico to Cuba. They did not join the Conference. Swift and 
Company shipped quantities of lard during 1958 in these barges via this route. 

As soon as the Conference was aware that Swift was making these shipments 
they alleged Swift had violated the 1958 contract they had with the Confer- 
ence. After exchange of correspondence it was decided to submit the matter 
to arbitration and we three arbitrators were appointed. 

The Conference lines herein involved are subject to the jurisdiction of the 
Federal Maritime Board. The White Gold Barge Line handles shipments by 
water from a state in the United States to a foreign country and to me is also 
subject to the jurisdiction of the Federal Maritime Board. 

The issue is whether Swift violated their contract with the Conference by 
shipping lard by the White Gold Barge Line during the year 1958. The Con- 
ference argues that they are entitled to this business because of various clauses 
within the contract. Swift replies by stating that the origin of the shipments 
relieves them of any obligation under the Conference contract. 

The Conference submitted to the Federal Maritime Board an amendment to 
their 1959 Conference contract stating that included in this Conference contract 
would be any cargo “originating at or from any inland port or place and moving 
via or exported by way of any river or inland waterway terminating at, 
touching or flowing through any Gulf or South Atlantic port of the United 
States.” The amendment including this clause was not approved by the Federal 
Maritime Board. 

The fact that the Board has not approved the addition of the above-mentioned 
clause in the 1959 Conference contract leaves doubt in my mind as to whether 
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it was intended that such cargo shipped from St. Louis was to be included 
in the 1958 Conference contract. 

Since I have this doubt I cannot find Swift and Company guilty of violating 
the 1958 Conference contract. 

DALLAS M. WARD. 

New ORLEANS, LA., June 10, 1959. 

Mir. Totterson. That is all. 

Mr. Ray. Mr. Chairman. 

| think the figure was $28,276 which you were charged at a non- 
contract rate ¢ 

Mr. Gauianp. That is correct, computed at 20 cents per hundred 
pounds on a noncontract basis more than would have been the charge 
on a contract basis, Mr. Ray. 

Mr. Ray. — what date was that figure ? 

Mr. GALLANb. I do not remember whether we alleged it in the com- 
plaint or not, but it was practically to the date of the e omplaint which 
was May 19, 1959, and it was toa ‘date as close to the final drafting of 
the complaint as we were able to arrive at. 

Mr. Ray. Are you continuing to ship some products over the con- 
ference lines ¢ 

Mr. GauLanp. All products, sir. The barge line service has been 
knocked out for the time being, largely as the result of events at the 
Cuban end of the haul, but it 1s Swift’s objective to restore it and it 
is hoped that it can be restored. 

Mr. Ray. So that at the present time you are not shipping anything 
at nonconference rates? 

Mr. Gatntanp. When I said everything, I meant to say we are 
shipping everything via conference lines at the present time. We are 
at this moment shipping at contract rates rather than noncontract 
rates because the Federal Maritime Board entered a temporary order 
suspending the effectiveness of the new language added to the 1959 
agreement. Consequently, the 1959 agreement is to be interpreted as 
if that language were not in it. 

Now, a complexity has arisen even during the pendency of the com- 
plaint. The arbitrators construed the old contract without the lan- 
guage T have cited tothe committee, as having the same meaning as the 
new contract with the language I have cited to the committee and, in 
consequence of that decision, it has been necessary to submit a motion 
which was filed last Frid: ay asking leave to amend this complaint to 
charge that if the 1958 agreement meant the same thing as the amended 
1959 agreement, then the 1958 agreement was illegal for the same 
reasons that rendered the new agreement illegal. 

Mr. Ray. But you are not at the present time paying the higher 
noncontract rate on your shipments ¢ 

Mr. GALLANb. No, not at the present time, sir, and as of this moment 
with the barge service inoperative and for the time being inoperable 
because of Cuban complications, there seems to be no reason to refrain 
from signing the contract with the objectionable language officially in 
suspense and comeneneetny Swift is not currently incurring additional 
losses; but the $28,000-some-odd represents an excess of freight paid 
before the suspension of the new language. 

Mr. Ray. That is all, Mr. Chairman. 

The Cuairman. Are there any questions by the staff ? 

Mr. Cowen. I have one question, Mr. Chairman. 
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In the new language, sir, the (b) paragraph on page 4, you brought 
out the St. Lawrence Seaway and the effect it might have if such : an 
addition was granted to the language. Under this section (b), it might 
even include anything that or iginated i in that area at the present time, 
through the channels of a river or inland waterway, which directly or 
indirectly touched the St. Lawrence Seaway now ? 

Mr. GALLAND. I think that is altogether correct, Mr. Cowen. 

Mr. Cowen. It has extreme length to it, to say the least, does it not? 

Mr. Gatuanp. I should say so. 

Mr. Cowen. That is all. 

The CHarrMan. Mr. Zincke. 

Mr. Zincke. I have no questions. 

The Cuatrman. Thank you, sir. 

Mr. Gatitann. Thank you. 

The Cuarrman. We have one other witness scheduled for this 
morning. 

Mr. Greene, is your statement of any great length ? 


STATEMENT OF FRANCIS T. GREENE, COUNSEL FOR PRUDENTIAL 
STEAMSHIP CORP. 


Mr. Greene. Yes, sir, but, if the chairman please, I will be glad to 
submit it for the record and then just summarize extemporaneously for 
a few minutes. 

The CuarrMan. Just go right ahead, Mr. Greene. 

Mr. Greene. Mr. Chairman and members of the committee, this 
statement is prepared and submitted in an attempt to answer some of 
the questions which were raised earlier during these hearings with 
regard to the impact of the conference system and the dual rate system 
that goes with it. 

The Cuarrman. Why not go ahead with your statement. 

Mr. Greenr. My name is Francis T. Greene. I am Washington 
counsel for Prudential Steamship Corp., an American-flag steamship 
owner and operator with offices at 17 State Street, New York, N.Y. 

Prudential Lines have asked me to appear on their behalf before 
your Subcommittee in order to discuss the problem of maintaining the 
stability and effectiveness of steamship conferences from the point of 
view of the smaller American-flag berth operator. 

Prudential is and traditionally has been a member and supporter 
of the North Atlantic/Mediterranean Freight Conference, agreement 
No. 7980 and the West Coast of Italy, Sicilian and Adriatic Ports/ 
North Atlantic Range Conference, agreement No. 2846, and I will 
therefore confine my remarks to the Atlantic-Mediterranean ‘berth 
service which comes under these two conferences. 

This subcommittee has already heard in detail from representatives 
and executives of the larger American-flag steamship companies op- 
erating a large number of vessels as well as from the conferences 
themselves. I shall not attempt to enlarge upon or duplicate their 
testimony as to the broader aspects of the dual rate problem or the 
need of every American-flag berth operator (large or small) for the 
conference system. Instead, I shall direct my remarks and limit 
them as far as —_— to the need of the smaller American-flag berth 
operator for the rate stability, provided by the conference system. 
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Perhaps before I come to the heart of the problem, a little back- 
rround history of Prudential Lines w ould be helpful. 

The Prudential Steamship Corp., a privately owned American-flag 
steamship company has, since 1947, oper rated to the Mediterranean 
Sea area on trade route 10 as a member of the North Atlantic-Medi- 
terranean Freight Conferences. During these years, Prudential has 
operated American-flag vessels on this trade route and regularly 
charters additional American-flag tonnage to supplement its own ves- 
sels in order to maintain and improve its service for the benefit of 
our American exporters and importers. 

I should interject that we own and operate three Victory ships 
and charter two, a five-fleet crew being necessary in order to main- 
tain the fortnightly sailings schedule which we have maintained 
ever since 1947. 

In fact, on several occasions, it has chartered American flag vessels 
owned by subsidized American flag owners—this, of course, with the 
permission of the Maritime Board. 

As stated above, Prudential has always been, and always will be, 
a LOO percent American flag operator and its officers, directors and 
stockholders are all American citizens. Prudential’s belief in 100 
percent American operation has resulted in its policy of buying as 
much of its supplies from American suppliers and of having as much 
of its vessel repair work done in American shipyards as possible even 
though this policy is costing the company large amounts of money 
because of the much higher rates and prices for such services in this 
country as compared with the cost of the same items abroad, 

During the hearings be dead the abeciatediies on March 25, 1959, 
Congressman Zelenko asked Mr. A. C. Cocke, chairman of the Ameri- 
can Steamship Committee on Conference Studies, several questions 
with regard to the effect upon a “small company” of the conference 
system and the dual rate contract system as the “binding force” of 
the conference system during times of overtonnage. As one of the 
smaller U.S. flag companies, Prudential believes that it is eminently 
qualified to testify that it is in full support of the conference system 
as the best way to achieve some degree of stability in international 
ocean freight rates. 

Prudential Lines as the operator of a five-ship berth service with- 
out operating differential subsidy, would have had a difficult time 
during past and present times of overtonnage had it not been for the 
rate stability provided in the Atlantic/Mediterranean trade by the 
North Atlantic Mediterranean Freight Conference, No. 7980, and the 
west coast of Italy, Sicilian and Adriatie Ports/North Atlantic Range 
Conference, No. 2836. Each of these conference agreements contain 
provision for dual rate contracts with conference shippers. In the 
judgment of the management of Prudential, this “tying device” with 
the conference shippers who are also Prudential’s shippers, has been 
essential to hold within manageable proportions the very extensive 
cut-rate nonconference competition with which both Prudential and 
all of its American flag competitors in the Mediterranean trade have 
been faced. 

The U.S. Atlantic/Mediterranean trade is presently served by nine 
U.S. flag berth operators of which American E xport Lines with over 
100 sailings per year is the largest. Of these U.S. flag operators, 
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all but one are conference members. In addition to the nine Ame 
ican flag berth operators in this trade, Prudential is faced with over 
30 more or less regular foreign flag berth lines which are in active 
competition with it for cargoes to : and from the Mediterranean. Total 
outbound fore ign flag sailings each year are in the neighborhood of 
375 as compared with slightly less than 200 American flag sailings. 
Only about 60 percent to 75 percent of our foreign flag competitors 
are conference lines or adhere generally to conference rates. Pruden- 
tial must live and survive against rate-cutting competition of ship- 
owners not committed to the berth. However, this undercutting of 
the rate structure has made the competition to and from the Med- 
iterranean probably as fierce as on any other U.S. essential foreign 
trade route. Under present conditions, except for the partial 
stability afforded by the conferences, the competition could degen- 
erate into a rate war which could soon drive freight rate levels to so 
low a point that the rate cutters themselves would be forced to abandon 
the service, leaving the established berth operators to pick up the 
pieces. 

Prudential, as one of the smaller American flag berth operators 
which has not had the support of operating differential subsidy, does 
wish to emphasize that it would have h: id real difficulty in the face 
of this extensive foreign flag competition but for the conference 
system. This stands to reason. The only voice which American 
operators have in the establishment of international freight rates is 
through the conference system. The American wage, subsistence, 
ship repair and insurance costs are so notoriously high that it costs, 
overall, at least twice as much to operate a ship under American flag 
as under the flags of our competition. Ocean freight rates, like the 
charges for any other transportation service, must bear a reasonable 
ie to the cost of re that service. Were American 
flag berth operators unable to participate in the process of inter- 
national, berth line, ratem: aiee. the foreign flag lines with operating 
costs less than half of those of the American flag lines would be 
entirely free to establish a rate structure which could be so low as 
to drive the American flag berth lines out of the trade. But, thanks 
to the conference system, the vote of each American flag member, no 
matter what its size, on ratemaking problems, has equal weight. Asa 
result, we American flag members of the conference are able, gen- 
erally speaking, to maintain enough stability in ocean freight rates 
to permit our continued existence even without operating- differential 
subsidy. 

In addition to the protection which the conference affords to the 
smaller berth line operator against irresponsible rate cutting, the 
conference system affords some measure of protection against what 
would otherwise be the preponderant economic strength of the large 
lines operating 20 or more vessels in the trade. Insofar as conference 
rates are concerned, the conference system puts the smaller companies 
on exactly the same rate basis as the larger lines of greater economic 
and financial strength. We at least know that they “cannot use their 
superior economic strength to take cargoes away from us by quoting 
uneconomic rates to our shippers. 

But the conference system does leave open to all of us the large 
area of competition where we believe a smaller operator can excel ; 
that is, service to the shipper. 
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Since 1947, being well aware that the transportation field was a 
highly competitive activity, whether it be by land, sea, or air, we 
knew that, in selling an intangible item such as service, quality was 
the prime problem. In order to succeed, we decided to do our utmost 
to offer to the American exporters and importers the very finest 
quality of service plus a regular schedule of sailings, and in addition, 
that stability of freight rates which is as important, if not more so, 
to the shipper as it is to the carrier. 

The conference system with its dual rate contracts supplied to a 
substantial degree stability of rates and, with the large number of 
lines participating in the conference, a complete, regular, and fre- 
quent schedule of sailings to the Mediterranean was established which 
helps the shipper to ship his cargo as soon as it is ready and thus 
be able to finalize the sale of his products fast enough so as to meet 
the requirements of his own financial arrangements and to satisfy 
the consignees who are getting their much needed supplies early 
enough and at regular intervals. 

Prudential as a part of the Mediterranean conferences is entirely 
free to compete in the best sense of the word by offering regular 
service at the same cost that all other member lines are offering and 
in addition by offering the most reliable and the best quality of 
service to its customers. 

By so doing, Prudential has been able to secure and maintain a 
good share of the cargoes moving to = from the area which we 
serve, in spite of the competit ion of our larger conference competitors, 
both American and foreign flag. 

In its efforts to establish the good reputation and standing which 
Prudential enjoys with the shipping public, it was helped by the 
fact that the shipping public realizes that Prudential, although 
smaller in size, is, as a member of the conference, just as strong as 
any of the larger member companies since its vote equals in im- 
portance the vote of any other member in any decision to be made 
by the conference, regardless of its relative size. 

If I may interject there, in other words, the smaller line, by being 
in the conference, gathers unto itself a measure of st: ibility as a con- 
ference member which, if it were purely an independent, it would 
not have and, by the same token, its shippers would not have the 
frequency and regularity of service which comes from the fact that 
there is a conference of which the smaller line is a member. 

I believe that this will answer Congressman Zelenko’s question in 
regard to the standing of the smaller company within the conference. 

Prudential would like to emphasize, in support of the conference 
and the dual rate system, the following: 

We believe that the system does protect the small American-flag 
operator inasmuch as it puts him on the same basis ratewise as the 
larger American-flag and foreign-flag berth operators and that both 
large and small American operators are put on the same basis as the 
foreign flag operators, the majority of whom are members of the 
conference. 

While, certainly, there is very keen competition among the lines 
within the conference, this competition is regulated ratewise as well 
as by many other regulations the conference puts into effect in order 
to present an or derly and businesslike operation for the benefit of the 











1604 STEAMSHIP CONFERENCE STUDY 


exporters and importers. It is this type of regulation by the confer- 
ence of all of its members, both large and small, American flag and 
foreign, that makes it not only possible for a small company to com- 
pete successfully on an equal basis with a large company, either Ameri- 
can or foreign flag, but also continuously provides to the exporter and 
importer a stability of rates as well as a frequency of service and 
stability of transportation costs to him for his present and future 
business needs. 

In addition to this, the exporter or importer has thus available for 
his needs the many regular sailings of the conference members on a 
regular basis and not merely sporadic sailings that may be based on 
whether or not sufficient cargo is available at this time to warrant a 
sailing. 

It is a well-known fact that all conference members publish and 
advertise their schedules regularly. This enables the exporter to plan 
his production and shipping schedule. It is likewise a well-known 
fact that, in the highly competitive field of urban passenger com- 
muting, people are and for many years have been offered a commuta- 
tion rate comparable to a conference contract rate. This saves the 
regular commuting passenger money as compared with the total cost 
of purchasing their transportation on a single-trip basis. While 
railroad commuting may not satisfy the public 100 percent, by far 
the greater proportion of the people are satistied with the greater 
convenience, plus the saving of costs, that the regularly scheduled 
service can provide them. And so it is in the ocean freight carrier 
business. The majority of people heard from speak well of the con- 
ference system and its dual-rate contracts. 

Now is the time to improve upon this system. The conferences have 
done quite well in providing good service to the many ports of the 
world but this system of self-regulation must be improved upon by 
strengthening it someway. To date the dual-rate contract system 
has indicated its possibilities, and if strengthened we feel it will prove 
to be very beneficial to the preservation of the U.S. merchant marine 
and the foreign commerce of the United States. 

If the conference system were to be eliminated or weakened by 
failure of the Congress to enact appropriate and constructive legisla- 
tion authorizing dual-rate systems, we are certain that the American 
operators would have no voice in the establishment of sound interna- 
tional freight rates and that they will find themselves at a worse 
disadvantage vis-a-vis the extensive foreign-flag competition. 

In the absence of the regulatory force that the conferences through 
the dual-rate system are exercising, there is no doubt in our minds 
that a ruinous rate war would erupt, which as its first victim will 
claim the quality of services provided by the conference carriers to 
their shippers. The smooth flow of trade, in our opinion, would be 
definitely interfered with. 

_A rate war will affect mainly the American-flag lines due to their 
high operation cost. There is no doubt that the small American 
operator and especially the unsubsidized ones will be the first to suffer. 
However, the larger American operator and even the subsidized lines 
would also suffer tremendous financial losses and the Government bill 
for operating differential subsidy would be vastly increased ; for, with- 
out the rate stability which is created only by the conference system, 
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subsidy recapture would become an empty hope and not the substantial 
reality that it now is during periods of normal shipping conditions. 

The conference system “does not protect the high cost inefficient 
operator. We strongly believe that it does protect the American-fi: ag 
operator as against foreign flag—or, for that matter—American flag 
rate cutting. We strongly believe that it protects the smaller operator 
but the fact that one is a’small operator does not mean or imply that 
he is either a high cost or an inefficient operator. Prudential is 
convinced that its ratio of overhead and expense to gross freight 
revenues are as good if not better than that of any other American- 
flag berth operator in the same service and facing similar operating 
proble ms. We strongly believe that the conference system through 
its protection has enabled Prudential along with other American- 
flag operators to maintain the essential to the shipper, namely, a regu- 
lar schedule of frequent sailings, and to maintain the quality of serv- 
ice that it is proud to offer to its shippers. Prudential is likewise 
proud to have been able to cooperate within the conference in main- 
taining this stability of rates at levels beneficial to both the shippers 
and the carriers, 

Prudential is committed irrevocably to serving the Atlantic-Medi- 
terranean trade. Here is where our customers import and export. 
We must stay in this trade through thick and thin, in good and bad 
times, in order to continue to hold the support of our shippers and 
to offer them the high quality of service they have been getting for 
a long period of time from our company. 

We believe that in being committed to such a policy, we best serve 
the needs of the U.S. trade with so m: iny friendly countries located 
in the area to which we operate. Yes, in order to continue providing 
this efficient service, we must be protected by the necessary legislative 
and administrative proceedings designed to maintain the stability of 
the overall transportation service. 

Finally, as to the need for a dual rate or some similar “tying” 
mechanism to assure continuity of traffic and effectiveness of the 
conference system: Prudential believes that the dual-rate system is an 

essential binding force to hold a conference together when the extent 
of rate cutting and overtonnage approaches that of arate war. This 
is the lesson of history. The dual-rate system is likewise an essential 
binding force to hold the ; shippe r and the common carrier together 
when the carrier most needs the sh upper. It is only a fair recom- 
pense for the regularity and range of service which the common 
carrier obligates himself to provide and does provide when it is the 
shipper that most needs the carrier. Unless there is some measure of 
stability of traffic, it becomes well nigh impossible to maintain 
stability of rate. Yet, stability of rate structure is prerequisite to 
shippers and carriers alike and, in our judgment, it 1s particularly 
important to the sm: moe carrier. 

The fact that we are here today with this statement proves that 
a small Rinariseni tiie service, unsubsidized by the American Gov- 
ernment, and with private capital only, has been able to meet the 
competition of the larger American-flag lines, including those sub- 
sidized by our Government, as well as the com petition of foreign 
flag lines which in many cases are also assisted by their own govern- 
ments as well as by their lower costs of operation. Our service for 
the past 12 vears has been and is being used by all the exporters 
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and importers using our larger competitors. We are as essential 
to these customers as are our fellow conference members. 

In concluding, we wish to urge your subcommittee to take appro- 
priate legis: ative action which will preserve the dua] rate structure, 
For, in the absence of an effective conference system, we would be 
inviting a rate war in which Prudential and all the American ship- 
ping lines as well as our American manufacturers and importers, 
in the long run, would be the worst sufferers. 

The Cuarrman. You belong to what conference ? 

Mr. Greene. It is the North Atlantic/Mediterranean eastbound 
and the west coast of Italy, Sicilian and Adriatic ports/North Atlantic 
range ports westbound. 

The Cuarrman. That is a foreign conference coming to this 
country ¢ 

Mr. Greene. Yes, the latter is the westbound conference from the 
Mediterranean tothe North Atlantic ports. 

The Cuairman. What is the cause of the difference in rates between 
the two conferences? 

Mr. Greene. Mr. Chairman, I do not think I am qualified to get 
into ratemaking or rate structure. 

The Cuairman. There must be somebody who can explain why 
these conference rates east- and west-bound are so different. 

Mr. Greene. I would assume that the witnesses from the confer- 
ences who have actually participated could answer that. 

The CuatrmMan. We have had them here for days and days. I 
thought maybe you could answer the question. 

Mv. Greene. Sir, if I participated in ratemaking in the confer- 
ences, and if I were cognizant I would be glad to answer it. 

The CuatrmMan. You just cannot answer the question ? 

Mr. GREENE. No; I cannot answer that. 

The Cuarrman. Mr. Tollefson. 

Mr. Toutterson. On page 4 of your statement, you say that only 
about— 

60 percent to 75 percent of our foreign flag competitors are conference lines or 
adhere generally to conference rates. 
Does that percentage apply to overall or worldwide shipping ? 

Mr. Greene. I do not know, sir. I computed that percentage from 
the Trade Route 10 traffic statistics in terms of what we knew were 
members and not members and because of the fact that a line may 
be in for several sailmgs and out for a period of time, I put it as a 
rough range from 60 to 75 percent. 

Mr. Totterson. You have no idea about the other conferences? 

Mr. Greene. No, sir. I have not gone into the other conferences 
and therefore have limited myself to this North Atlantic situation 
and particularly its impact from the point of view of the smaller 
shipping company. It was that point of view that I wanted to lay 
before your committee. 

Mr. Totterson. On page 9, you say that “A rate war will affect 
mainly the American flag lines ‘due to their high operation cost.’ 

There is not any difficulty in seeing how that statement applies to 
the nonsubsidized operator like Prudential. Yet you go beyond that 
and say that “even the subsidized lines would also suffer tremendous 
financial losses * * *” and then you make reference to the operating 
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differential subsidy by the Government and to the fact that the 
operating differential subsidy by the Government would have to be 
increased. 

The operating differential subsidy takes care of the difference in 
costs of operating the American-flag ship as against the foreign-flag 
ship. 

How-is he going to be hurt ina rate war 4 

Mr. Greene. Your operating differential subsidy takes care of the 
major differences but not necessarily all of them. 

Second, the operational differential subsidy guarantees no proiit. 
It is merely an equalization as between costs 

I think that in addition to the five subsidizable items you will find 
that there are many other items of cost of operation, corporate 
overhead and so forth, which probably will run higher for American- 
flag operators. 

Mr. Totiterson. There are other costs which are not subsidized 
which are greater for the American-flag ship operator than the same 
items would be for the foreign-flag operator? 

Mr. Greene. Yes, because subsidy is just limited to the five sub- 
sidized vessel operating costs but there are other intangibles, overhead 
items, the question of rent or corporate overhead and so forth, which 
will tend to run somewhat higher here. 

Mr. Totterson. So that, if there were a rate war, inevitably the 
foreign operator would prevail even over the American subsidized 
operator ¢ 

Mr. Greene. As a matter of judgment and opinion, it would seem 
so to me, Mr. Tollefson, because he is the lower cost operator and 
therefore he is better able to withstand a reduction in his gross freight 
revenues. 

Mr. Totierson. Is there any different view held by others that you 
know of ? 

Mr. Greene. Not that I know. There may well be. I am merely 
speaking for the management of Prudential in expressing that judg 
ment. Itseemed logical to me. 

Mr. Totterson. You have been around Washington, D.C., a long 
time and interested in maritime matters. What do the subsidized 
operators themselves think so far as you know about this same item ? 

Mr. Greener. I do not know, Mr. Tollefson. I have never raised 
the question directly with them. I would hesitate to speak for other 
subsidized lines as to, relatively speaking, how they could withstand 
a rate war as compared with foreign lines. 

Mr. Totierson. I like the note of optimism that you have in your 
statement. On page 2, you say: 

* * * Prudential has always been, and always will be, a 100 percent American- 
flag operator * * * 

Mr. Greene. You might as well start off optimistic and I am most 
optimistic. I may say that in the light of my emphasis here that 
Prudential is a nonsubsidized operator. It has been unsubsidized 
up to now and still is, but facing the problem of replacement of five 
ships, it has necessarily had to turn to the subsidized route and has 
now pending its application for operating subsidy. 

Mr. Totiterson. That is all, Mr. Chairman. 
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Mr. Greene. I think on just straight operation, it could have sur- 
vived without it but, when you look at replacement at $6 million- 
some-odd a ship for five ships and the higher costs that go with that, 
we had to turn to subsidized operation. 

Mr. Totierson. Thank you. 

The Cuarman. Mr. Ray. 

Mr. Ray. Mr. Chairman. . 

Are these two conferences, eastbound and westbound, composed of 
the same lines ? 

Mr. Greene. No, sir. There is variation as between the lines east- 
bound and the lines westbound. 

Mr. Ray. Is it large or not large? 

Mr. Greenzr. Generalizing, I would say not too large because the 
major companies with the major number of sailings, t taking this on a 
per sailing rather than a per capita basis, are in both the eastbound 
and westbound service. 

Mr. Ray. You speak of the dual-rate system as something the main- 
tenance of which, and I assume the enforcement of the terms of which, 
you regard as essential to stability. It is not only the making of 
the contract ie it is the enforcement of the contract. Has Prudential 
ever had to charge the higher of the dual rates to any of its shippers 
which it regarded as violating the contract ? 

Mr. Greener. No, sir. I do not know of any case in which 
Prudential has had to take or has taken punitive action by charging 
the noncontract rate to a contract shipper that had signed the con- 
tract. There may be but I donot know of such a case. 

Mr. Ray. There are no instances where the contract shipper has 
failed to use conference member lines? 

Mr. Greene. Not that I know of. I would be glad to verify that. 

Mr. Ray. Does that indicate that the dual-rate item is something 
like a club you hold behind the back but which does not get called into 
play ¢ 

Mr. Greene. I would say that from our point of view—and again I 
am speaking from the point of view of the smaller company with 
only five ships compared with the large fleets of our competitors— 
that we do not like to swing that club around. We are glad it is 
there. We are glad that there is a force and pressure behind us 
through the group action of the conference. 

Mr. Ray. I am trying to get at how real is the value of that club. 

Mr. Greene. Just speaking personally, sir, it would seem to me 
that in times of overtonnage you have to have some sort of an effective 
tying device to hold not necessarily all the shippers, but at least to 
hold such a proportion of the shippers to the service that has been 
providing them the regular service, so that all have a stability of cargo 
in order to make possible a stability of rates. 

There are various devices that have been used historically for tying 
in the shippers to the conference that is providing the service. We 
deliberately in this statement did not include any specific recom- 
mendations either for specific changes in the existing legislation or 
the contract rate system. 

As a small operator we feel that there are factors there that other 
people may perhaps be better qualified to discuss, but we did want to 
go on record in principle as being both philosophic ally and, from 
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a business point of view, in hearty support of the conference system 
and a tying device—of which the dual-rate system seems to be the best 
devised for American purposes—a tying device to hold the shippers 
to the conference. 

Mr. Ray. Going back to the field of rates, we have heard testimony 
about the difference in rates eastbound and westbound for automobiles 
and some forms of electrical apparatus. Are there any items which 
are included in the westbound traffic which are comparable to those 
included in the eastbound traflic which would permit similar rate com- 
parisons in these two conferences ? 

Mr. Greene. I do not know the answer to that because I have never 
made a rate study of it, sir. I would assume that somewhat the same 
economic conditions would prevail in the Mediterranean as prevailed 
on the Continent. Therefore, I would not be surprised if there were 
differences that presumably you would get on manufactured articles 
coming out of Italy. On the other hand, a great deal of our inbound 
cargoes are food products from Greece and Asia Minor and ores 
brought back as bottom cargo and our trade is not outbound in the 
same types of commodities to the same extent as perhaps you would 
find in the case of the North Atlantic trade. 

Mr. Ray. Thatisall, Mr. Chairman. 

The Cuarrman. You arean applicant for subsidy ? 

Mr. Greene. Yes, sir. 

The Cuarrman. What independent companies will be left should 
Maritime award operating subsidy to all the present applicants that 
it has before it at the present time / 

Mr. Greene. By “independent,” you mean “completely U.S. flag”? 

+ The Cuamman. Not subsidized for operation. What independent 
company not subsidized for operation would there be left if they 
awarded subsidy operation to all applications now pending? Water- 
man is an applicant. 

Mr. GREENE. Yes. 

The Cuairman. Isbrandtsen is an applicant. You are an applicant. 
States Marine is an applicant. Isthmian is an applicant. What other 
American company would there be ? 

Mr. Greens. I think of Stockard Steamship Co. offhand. They 
trade to the Mediterranean. I think of United Fruit Co. 

The Cuarrman. They are mostly industrial carrier. 

Mr. Greene. They are a common carrier southbound, a full com- 
mon berth-carrier both from the gulf and from the North Atlantic 
southbound to the entire area that they serve. They are industrial 
only northbound. 

The Cuarrman,. They do not bring any cargo back ? 

Mr. Greene. That is right. They are a fruit carrier almost exclu- 
sively northbound although they do operate some freight ships in 
order to serve certain areas that are purely common carriers both 
outbound and inbound, but that is a relatively small part. 

The CHarmman. What I am thinking about is that if everybody 

: is coming in for operating subsidy there are not going to be any 
independents any more, are there ? 
Mr. Greene. They will be independent; yes, sir. Yes, sir; they 
| will be independent. They will be subsidized operators, but they are 
still independent. 
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The CuarrmMan. What is that ? 

Mr. Greene. They will be subsidized operators, but they are still 
just as independent as they were before. 

The CHarrman. You say the only reason you are coming in ask- 
ing for a subsidy now is that you have to replace these ships. Is 
not. everybody else in the same fix? They bought war-built vessels 
and started these companies. 

Mr. Greene. Speaking personally, sir, I think that any 100-percent 
purely American-flag berth operation which has got to replace ships, 
which I will say now stand on their books at in the neighborhood 
of $400,000 or $500,000 apiece with $5 million or $6 million ships, 
has no alternative but to become subsidized operators. 

The Cuatrman. The point I am getting at is, will it not. all then 
be a monopoly and they will all have Government construction and 
operating subsidy and so forth? ‘This business of independents will 
not exist any more, will it? 

Mr. Greener. The fact that they are subsidized, sir, I do not see 
has anything to do with the question of monopoly or independence. 

The CuammMan. There are certain requirements to get construction 
subsidy and operating subsidy to which heretofore some operators 
did not evidently care to submit themselves. 

Mr. Greene. For example, a subsidized operator must be a wholly 
American-flag operation or have a waiver. Then there are various 
restrictions against affiliations with stevedores or ship chandlers 
which I may say we have not got in the Prudential case. Prudential 
itself, as a corporate entity, has always beeu an American-flag opera- 
tor. IL think that a berth operation as compared with perhaps bulk 
carriage under a freight agreement or other forms of ocean carriage, 
but the common carrier berth operation which must now replace—or 
not necessarily now but ultimately over the next 10 or 15 years will 
have to replace—finds that operating subsidy, which is an equalization 
of the American costs versus foreign costs, is a practical necessity. 


The CrarrMman, So that there will not be any that are not receiving 


operation-differential subsidy after the present group are dealt with 
if they are dealt with favorably ? 

Mr. Greene. Well, that is a guess as to the future. It certainly 
seems a reasonable one to make. 

The Cuatrman. There are not going to be any more ship sales. 

Mr. Greene. Not until after world war III; and God forbid that 
that ever comes. 

The CHarrman, I hope so, too. 

Mr. Zincke? 

Mr. Zine. How long has Prudential been in business, Mr. Greene? 

Mr. Greene. It has been in business as a berth operator ever since 
World War IT. 

Mr. a What was its business prior to that time ? 

Mr. Greene. It operated tramp ships, I am told, before that. It 
was a going organization before the war, acted as a general agent 
for some 15 or 20 ships under the War Shipping Administration 


during the war, and then purchased three Victory’s after the war 


and has been operating a five-ship fleet ever since. 

Mr. Zincke. How ‘long has the North American-Mediterranean 
Conference had a dual-rate system in operation ? 

Mr. Greene. I do not know. 
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Mr. Zincker. Let me ask the question differently. Was it before 
or after 1947 that it was placed into effect ¢ 

Mr. Greene. I do not know. 

Mr. Zincxe. In other words, has your company had any experience 
in the berth operation, the conference operation, under a system other 
than dual rates ? 

Mr. Greene. Not that I know of. I believe that the dual-rate 
system has been in effect in the Mediterranean trade since the war. 

Mr. ZincKe. Then all of your various statements with respect to 
the effect of the system without dual rates are theoretical / 

Mr. Greene. Except from the fact that the management of Pru- 
dential has seen what has happened in some other trades where the 
dual-rate system was knocked out by Board decision or judicial 
decision. 

Mr. Zincke. All they did was read the papers ¢ 

Mr. Greene. All they did was read the papers, but they saw what 
happened, for example, on the Atlantic Far East trade or the Cali- 
fornia Far East trade. 

Mr. Zincke. But your statement insofar as it deals with anything 
but 2 conference dual-rate operation is not based upon actual 
experience ¢ 

Mr. Greene. It is based on actual experience of operating under 
the conference system and with dual rates; yes. 

Mr. Zincke. But any statement regarding conditions other than a 
conference dual-rate operation is not based on experience 4 

Mr. Greene. No, that is based on their judgment. 

Mr. Zincke. Now, on page 11 of your statement, you discuss the 
dual rate system and then say: 

It is only a fair recompense for the regularity and range of service which the 
common carrier obligates himself to provide * * *. 

Now where is the obligation of a common carrier to provide regularity 
of service to be found ¢ 

Mr. Greene. That is the obligation which we at least, as one com- 
pany, have taken on to ourselves. 

Mr. Zincxe. But is it not a common carrier obligation, is it, Mr. 
Greene ¢ 

Mr. Greene. Well, to the extent that we are a common carrier we 
must pick up cargo that is tendered to us. 

Mr. Zincxe. You are referring to yourself and not a common car- 
rier obligation that is inherent in being a common carrier? 

Mr. Greene. No, I was speaking there in terms of the obligation 
which Prudential has taken on, because it was good business for it 
to do so, to provide that regularity of service and which it has sought 
to provide. 

Mr. Zinckr. But a common carrier has no such obligations? 

Mr. Greene. Legally it could reduce its service. 

Mr. Zincke. Now in your reference to the commuter, do you know 
of any system of ratemaking under a commutation system where 
there is any penalty whatsoever for not patronizing the commuting line 
exclusively ? 

Mr. Greene. No, just the higher cost of driving your own car to 
and from work. 

Mr. Zincxks. But there is no penalty? 
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Mr. Greene. No, no penalty. 

Mr. Zincxe. That is all. 

The Cuarrman. Are there any other questions? 

Thank you very much. 

Mr. Greene. Thank you, Mr. Chairman. 

Mr. Totierson. Mr. Chairman, I do not have any more questions of 
Mr. Geene, but I have some questions brewing in my mind. I wonder 
if it would be possible for me to write Mr. Mahoney a letter or have 
the staff write him a letter asking a few questions that I am trying to 
formulate and do not know how to put while he is still here. 

Then, with respect to one other matter, I note a number of confer- 
ence people in the audience. Perhaps one or more of them could 
supply the answer with respect to why there is the difference in rates 
between inbound and outbound cargo. 

The Carman. I might ask one of them to come back here and 
explain that situation if you so desire. 

The committee will be adjourned until tomorrow morning at 10 
o’clock. 

(Whereupon, at 1:25 p.m., the committee was adjourned, to recon- 
vene at 10 a.m., Tuesday, July 14, 1959.) 
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TUESDAY, JULY 14, 1959 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 
OF THE CoMMITTEE ON MercuaAnt MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 219, Old House Office Building, Hon. Herbert C. Bonner (chair- 
man) presiding. 

Present: Representatives Bonner, Garmatz, Casey, Tollefson, Ray, 
and Glenn. 

Staff members present: Bernard J. Zincke and Robert H. Cowen, 
counsel, and William B. Winfield, chief clerk. 

The Cuarrman. The committee will come to order. The witness 
this morning is Mr. Grant Arnold. 

Mr. Arnold, do you have any associates that you care to bring to 
the table with you? 


STATEMENTS OF GRANT ARNOLD, GENERAL TRAFFIC MANAGER, 
E. J. LAVINO & CO., PHILADELPHIA, PA.—Resumed; PAUL B. HAR- 
MAN, MANAGER, FOREIGN SHIPPING DIVISION, TRAFFIC DE- 
PARTMENT, ESSO STANDARD OIL CO., NEW YORK, N.Y.; EDWARD 
F, LODGE, JR., DIRECTOR OF TRAFFIC, ATLAS POWER C0., WIL- 
MINGTON, DEL.; A. J. SHIELDS, ASSISTANT TRAFFIC MANAGER, 
AMERICAN METAL CLIMAX, INC., NEW YORK, N.Y.; MARTIN E. 
COUGHLIN, DIRECTOR OF TRAFFIC, THOMAS J. LIPTON, INC., HO- 
BOKEN, N.J.; GEORGE A. FALCONER, DIRECTOR OF TRAFFIC, 
SPENCER CHEMICAL CO., KANSAS CITY, MO.; AND L. J. DORR, 
EXECUTIVE SECRETARY, THE NATIONAL INDUSTRIAL TRAFFIC 
LEAGUE 


Mr. Arnotp. Thank you, Mr. Chairman. There are many league 
members in the audience. With your permission, if I could just have 
five associates to help me, I think I could give more intelligent answers. 
They are: Mr. Martin E. Coughlin, director of traffic, Thomas J. 
Lipton, Inc., Hokoben, N.J.; Mr. George A. Falconer, director of 
traffic, Spencer Chemical Co., Kansas City, Mo.; Mr. Paul B. Harman, 
manager, foreign shipping division, traffic department, Esso Standard 
Oil Co. of New York; Mr. Edward F. Lodge, Jr., director of traffic, 
Atlas Powder Co., Wilmington, Del.; Mr. A. J. Shields, assistant 
traffic manager, American Metal Climax, Inc., of New York, and our 
executive secretary of the league, Mr. Lester J. Dorr. 
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The CHarrMAN. You may proceed, Mr. Arnold. 

Mr. Arnotp. I have no further statement. This statement was 
submitted in Chicago. 

The CHamman. This statement is alre: ady in the record ? 

Mr. Arnotp. Yes, in Chicago. You wanted to cross-examine. 

The CHarrman. All right, sir. As I understand your statement, 
you are not violently against the system of dual rates in conferences. 

Mr. Arnon. No, sir. 

The Cuatrman. But you do have certain suggestions as to changing 
of the contract and things pertaining thereto ¢ 

Mr. Arnowp. In the proce “lure of the conferences, yes. 

The CHarMan. Can you run through what your suggestions are / 

Mr. Arnotp. Yes, We believe there should be an orderly rate 
procedure in which rate changes are docketed, in which exporters are 
guaranteed the right to appear before these hearings with the pro 
vision to appeal from conference rulings to the steamship manage 
ment people. 

We believe that concurrences among conferences should be pro 
hibited. In other words, if an exporter justifies a rate and sells the 
rate proposal to a conference, it should be published without delay 
until that conference secures a concurrence from another conference. 

We believe that notices of rate changes should be specified, such as 
a 90-day advance notice to exporters, because it takes so long to finalize 
orders, and that the holder of the contract should then have 30 days | 
in which to cancel his contract and the conferences would then have | 
another 30 days or 30 days before the effective date in which to make 

any changes in the rate increase after hearing the views of shippers. 

We insist that tariffs should be distributed freely among the ex- 
porters, that we are groping in the dark now because exporters can- | 
not get those tariffs, we cannot analyze them, we cannot check them, we — | 
cannot in many cases even determine if the correct rate is being ap- 
plied. We eannot forecast on inbound shipments, for instance, what 
our costs are going to be because importers are unable to get tariffs. 

We think, as a small matter, not necessarily taking up the time of 
your committee, that a program of tariff simplification would be in the 
interests of exporters. 

We think that several general provisions that are common in all | 
contracts could be uniformly stated. We do not believe that an en- | 
tirely uniform contract is possible in all conferences, but at least | 
certain features such as the renewal provision, the cancellation pro- 
visions, the notice of increase, the exclusive patronage clause, the vio- 
lation and penalties and measurements, which could all be uniformly 
stated in all conferences. 

We believe that if the exclusive patronage clause is going to be 
maintained there must be a complete realization that exporters 
in all sales, in all conditions, cannot possibly control the routing and, 
in those bona fide cases where the foreign buyer specifies the carrier, 
the exporter should be permitted to use those carriers and not be 
penalized or have it termed a violation of his contract. 

If the exclusive patronage clause is going to be continued, we think 
that contracts should not be binding on all subsidiary, divisions, as- 
sociated or affiliated companies. } 

I go into detail there but roughly this is the reason for that. 
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Frequently a different set of staff officers and function officers are in 
these divisions. They rule that division and determine the policy. 

They have absolute control. The parent company has no control. 
A contract binding all divisions is Just unworkable. 

But more important, a company may sign a contract today. It 
may merge with another company a month ‘from now and that com- 
pany merged with, that traffic may not be suitable for liner transporta- 
tion. To say to that parent company, “Your contract covers that 
division,” is an unfair practice. 

We think there should be some provision, if the exclusive patronage 
is going to be permitted, that shippers, exporters, can ask for and be 
grt anted the exclusion of certain commodities, such as bulk, undesira- 
ble, or explosive commodities. 

And, finally, if that clause is going to be continued, it should exempt 
private, leased, or chartered vessels. 

One other thing is that we believe that in orderly rate procedure, 
provision should be made so that a steamship company can exercise the 
right of independent action. 

That, briefly, is the league’s position, again emphasizing, if I may, 
that we are completely and wholeheartedly in favor of the conference 
system of determining and publishing rates including the dual rate 
system. 

Our criticism here is not against the conference system or the dual 
rates but merely the present practices of some conferences. We think 
that if these objections could be corrected, it would be an improve- 
ment for the exporters and importers of this country. 

The CuarrmMan. Do you have in mind a supervisory board to carry 
out the suggestions that you make ? 

Mr. Arnowp. Only insofar as the practices are concerned. We are 
not suggesting a board to have control of rates. 

The CHatrMan. You feel, then, that within the Maritime Adminis- 
tration, there is sufficient supervision which could organize a policing 
arrangement within the present setup / 

Mr. Arnot. Over the practices of the conferences, yes, sir; we do. 

The CHarrMan. Mr. Ray. 

Mr. Ray. Thank you. 

What has been the experience of members of your association in 
the matter of penalties? Have any been assessed? Have any been 
claimed ? 

Mr. Arnorp. I know of one that submitted a very elaborate state- 
ment to this committee on the west coast, where he was sued for a 
sizable amount for the alleged violation of his contract. 

Mr. Ray. Was that compromised or paid or what happened to it? 

Mr. Arnovp. I think your records show that the conference is still 
insisting upon the payment of that penalty. 

Mr. Ray. There was one case out there, I believe, where there was 
an offer to settle for about 10 percent of the penalty. 

Mr. Arnop. I am not certain, sir, but I think that offer was then 
withdrawn and they are suing for the full amount, although I am not 
certain. 

Mr. Ray. Is that the only case that you know of? 

Mr. Arnoip. That is apparently the only one that I am fully aware 
of, yes. 


37159—59—pt. 3——-88 











1616 STEAMSHIP CONFERENCE STUDY 


Mr. Ray. Have you had applications for reductions in rates? 

Mr. Arnop. Yes. 

Mr. Ray. What has been the history of those? 

Mr. Arnotp. If I may direct that question to Mr. Falconer, I think 
he could give you a specific example. 

Mr. Fatconer. I am George Falconer, of Spencer Chemical Co., 
Kansas City. 

We operate several chemical plants in the United States ana we 
do considerable exporting principally of ammonium nitrate and 
polyethylene. 

Back in May of 1957, we exported approximately 650 tons of am- 
monium nitrate to Ilo, Peru, after we had been attempting to secure 
a reduction in the freight rate from gulf ports. The freight rate 
to Ilo was $80 per ton and at that p articular time we had information 
that the freight rate on the same product from Liverpool, England, 
to Ilo, Peru, calculating 235 shillings on a weight basis per ton, 
amounted to approxims ately $ $32.90 per long ton, 2.240 pounds, 

We had given this inform: ation to the conference but we were un: able 
to get any reduction in our rate, so we took the terrific shrinkage in 
the price of our product and quoted c.i.f. Ilo, Peru, and were able to 
get the business. 

That rate remained $80 a ton. 

Mr. Ray. May I ask a question right there ? 

Were the members of the two conferences the same ? 

Mr. Fatconer. No. They were not. 

Mr. Ray. Were there any duplications? 

Mr. Fatconrr. That I could not say. I am not too familiar with 
the conference or the steamship lines that. actually sail from Liver- 
pool, England. I do have a copy of the letter that I will be glad to 

submit to the committee from Furness, Withy & Co., Ltd., of New 
York, quoting the English rate from Liverpool, but just what. the 
particular conference was or whether there were common member 
lines, I could not say. 

The rate presently is on an open basis. Approximately 6 or 8 
months ago 1t was declared an open rate by the Atlantic, Gulf, and 
West Coast of South American Conference and the rate today on the 
conference quotation is $47 per ton of 2,000 pounds. We have also 
been quoted $35 by nonconference lines. I cannot pinpoint just ex- 
actly when it was put on an open rate basis, because we do not bid 
every month, but, as nearly as we can determine, it was probably 6 
or 8 months ago. In that case, we wrote to the conference chairman 
and we contacted conference lines and we just could not get any 
response at all originally back in 1957. 

Mr. Ray. Did it take 2 years to straighten that out? 

Mr. Fatconer. Yes, sir. 

Mr. Ray. Are there any claims of discrimination advanced by your 
members against any of the conferences ? 

Mr. Arnorp. No. 

May I point out that the league, as such, is not getting into rates. 
Incidentally, we had a meeting yesterday. There are many such 
instances as that but, in all fairness to the conferenc es, exporters and 
importers have been able to get rate 1 eductions. They think if we had 
this rate procedure whereby shippers had access to the actual steam- 
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ship personnel, had a chance to tell their story because frequently, 
they cannot get to the steamship operators, they just tell their story 
to conference people, we think then that our rate problem will be im- 
proved. We do not get into rate matters. We cannot, representing 
so many league members. 

What we are trying to do is establish a procedure where they all can 
then secure their rates. 

Mr. Ray. Are your members interested only in the outbound 
conferences ¢ 

Mr. Arnowp. No, sir; both inbound and outbound. 

Mr. Ray. Are the members of the outbound conference the same 
as the members of the inbound conference over the same trade routes? 

Mr. Arnoitp. Many league members have both inbound and out- 
bound traffic, yes. 

Mr. Ray. I appreciate that you say you are not concerned with 
rates but do any of your members have problems by reason of the 
difference between the inbound rate and the outbound rate? 

Mr. Arnoxp. Definitely, and that is why we are suggesting this 
ratemaking procedure so that they can solve their rate problems, but 
we, as a league, seldom get into individual rates. 

Mr. Ray. I think that is all, Mr. Chairman. 

Mr. GarMAtz igre Mr. Tollefson. 

Mr. Totierson. Of the three items particularly that you have men- 
tioned on page 9, No. 1 is “a contract signed by one company should 
not directly or indirectly obligate all of its subsidiaries, divisions,” et 
cetera. Is that a matter than can be negotiated between the shipper 
and the carrier ? 

Mr. Arnotp. May I refer that question . Mr. Shields who, I think, 
can give you some specific examples on that, sir? 

Mr. Surevps. My name is Alvin Sh ‘ields, assistant traffic manager, 
American Metal Climax, Inc., New York. 

Mr. Totterson. May I repeat the question if you did not hear it, 
having reference to (b) on page 9, I wondered if that was a matter 
that could possibly be negotiated w ith the carriers? 

Mr. Suirnps. Tt has been our experience, and T believe the e xpe 
elce gener ally, that that pi articular part of the contract is right in the 
printed wording and, since all contracts basically are the same for 
everyone, it is not a negotiable point. 

We have, in our own business, a rather unique situation right at the 
present moment which we have tried to correct with at least one 
conference and been unsuccessful as late as July 2. We have a sub 
sidiary. Our primary business, of course, is metals and ores. We 
have a subsidiary in the potash business. Until just recently that 
subsidiary sold its material for export through the Potash i xport 
Association. It became their material when it came to exporting and 
our contracts were not involved. 

Having resigned from the association and selling it ourselves 
since the contract binds subsidiaries, we are bound by that contract 
which we signed to cover met als. 

We approached the particular conference in question, explained the 
situation, and explained that many potash producers do not find it 
to their benefit to join conferences, that our contract was signed to 
cover metals; we are bound by it. That particular conference has on 
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that particular product what they call noncontract rates. The rates 
are available to a shipper who is not a contract signatory. While 
they do have dual rates on many products, if not most, on this particu- 
lar product the rates are available to everyone. 

We put the problem tothem. We explained that we were competing 
with someone who could use their rates or the rates of an outsider, 
that we were in a rather awkward position having to confine our busi- 
ness to the conference, but the answer as far as it is at present, July 2 
was we are bound by the conference contract and we are not free to 
make other arrangements. 

Mr. Touierson. This same suggestion has been made previously at 
these hearings. 

Mr. Surexps. I testified in connection with the matter for my com- 
pany in New York last April, and I brought that particular point up. 

Mr. Totterson. The thought has occurred to me that possibly it 
could be negotiated better than bei sing handled by legislation. I do not 
know how we would word legislation dealing with it. 

Mr. Sutetps. Of course, that is an awkward point because it 1s so 
general in conference contracts and it is understandable why it is 
there because, without that provision in there, certain companies could 
use a subsidiary to violate their conference obligations, but, by the same 
token, the particular shippers who are confronted with a problem such 
as this also should have an opportunity to compete in the proper way. 

Mr. Totierson. I can see that it presents a problem. 

Mr. Suterps. It is not one just unique for ourselves. With your 
large modern corporations involving various types of operations, the 
business of one is not at all the same as the business of another, and one 
division may require one type of transportation, perhaps chartering 
on large bulk movements, and another division may require liner 
service on finished products. 

Mr. Arnotp. May I add one other comment on that point ? 

We met yesterday in an effort to try to have some concrete sugges- 
tions for this committee to consider ways to correct our objections. We 
had them in the alternative. One were some general provisions that 
might be added to section 15. After discussion of this point, the group 
voted that this particular feature would be better to be named specifi- 
cally in an amendment and not left to a general provision such as that 
unreasonable or unjust practices would be prohibited in conference 
agreements. 

The have suggested that perhaps section 15 be amended and that it 
spell out that the contract would be disapproved if it did not provide 
for the nonapplication of exclusive patronage conference contracts to 
subsidiaries, divisions, associated or affiliated companies, unless such 
companies are specifically named in such contract, for the reasons set 
forth by Mr. Shields, because some divisions have traffic that just does 
not lend itself to line vessels whereas other commodities would. 

Mr. Totierson. You have just read, then, some suggested language 
for legislation ? 

Mr. Arnotp. We have available, sir, suggested language for your 
consideration on just about all the objectionable features we see in 
present day conference practices, but may I again stress that we 
strongly are in favor of the conference method and dual rates. How- 
ever, we do have prepared some corrective language to cover our 
objections. 
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Mr. Totierson. Will you submit your suggested legislation to the 


committee for the record / 
Mr. Arnowp. Yes. 
(The suggested language referred to follows :) 


SUGGESTED CORRECTIONS OF LEAGUE'S OBJECTIONS 


Amend section 15 as follows (words in italic are additions) : 

“That every common carrier by water, or other persons subject to this Act, 
shall file immediately, with the Board, under such rules and regulations as the 
Board may prescribe, a true copy, or, if oral, a true and complete memorandum, 
of every agreement with another such carrier or other persons subpect to this 
Act, for modification or cancellation thereof, to which it may be a party or 
conform in whole or in part, fixing or regulating transportation rates or fares; 
(balance of first paragraph as is) 

“The Board shall by order disapprove, cancel, or modify any agreement, or any 
modification or cancellation thereof, whether or not previously approved by it, 
that it finds to be unjustly discriminatory, or unfair, as between carriers, shippers, 
exporters, importers, or ports, or between exporters from the United States and 
their foreign competitors, or to operate to the detriment of the commerce of 
the United States, or to be in violation of this Act, or which does NOT PRO- 
VIDE FOR; (a) free and unrestrained right of each carrier to take independent 
action either before or after any determination by the conference, (b) prohibi- 
tion of concurrence arrangements requiring approval of another conference 
before a rate change can be made, (c) publication of tariff changes, thirty days 
in advance of effective date except when the Federal Maritime Board, for good 
cause shown, permits changes upon less than thirty days, (d) nonapplication 
of exclusive patronage conference contracts to shipments on which routing is 
controlled by noncontracting buyer and bills of lading endorsed to that effect, 
(e) nonapplication of exclusive patronage conference contracts to subsidiaries, 
divisions, associated or affiliated companies unless such companies are specifi 
cally named in such contracts, (f) nonapplication of exclusive patronage con- 
ference contracts to bulk cargoes (nonpackaged goods) explosives or articles 
requiring special loading facilities and/or special stowage requirements under 
governmental regulations, (y) nonapplication of exclusive potronage conference 
contracts to shipments moved in private leased, or chartered vessels, (h) inter 
ested parties a reasonable oportunity for hearing, (i) reasonable and just prac- 
tices in conference procedure and (j) issuance and reasonable distribution to 
erporters and importers of tariffs on all rates, fares, charges, rules and regula- 
tions governing transportation. 

“The Board shall, by order, approve any such agreement, complying with the 
standards above, if it finds that such agreement contains provisions for the 
protection of the shipping public in accordance with rules and regulations pro- 
mulgated by the Board relating to rates, tariffs, service, shipper contracts and 
any other matter deemed appropriate by the Board as necessary to protect 
U.S. shippers, exporters, importers, ports and carriers. 

“The Board is authorized, upon complaint or upon its own initiative without 
complaint to investigate and determine whether any agreement previously ap- 
proved by it under this section, or terms and conditions upon which such approval 
was granted, is not or are not in conformity with the standards set forth abovwe, 
or whether any such terms and conditions are not necessary for the purpose 
of conformity with such standards, and after such investigation, the Board 
shall by order terminate or modify its approval of such agreement if it finds 
such action is necessary. The effective date of any order terminating or modi- 
fying approval or modifying terms and conditions, shall be postponed for such 
period as the Board determines to be reasonably necessary to avoid undue 
hardship.” 

(No change in balance of section. ) 


Mr. Totiterson. The same question could be asked of (c) and (d): 
(c) has to do with the exemption of certain commodities and (d) has 
to do with the use of chartered vessels. 

These are items which give rise to the question as to the possibility 
of negotiation bet ween the shipper and the carrier. 
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Could I ask you whether or not any efforts have been made to nego- 
tiate on those two items? 

Mr. Arnotp. That was thoroughly gone over yesterday and | 
believe there may be some hesitation on the part of conferences to 
grant that exemption in view of the present language in section 14, 
paragraph 4, which might be interpreted as discrimination, if you 
make rates or do anything based upon tonnage, so that, therefore, 
if they exclude any commodities or shipments in chartered vessel, it 
may be interpreted as a violation of section 14. So I think, in fair- 
ness, the conferences would like to do it but they are a little hesitant 
to do it today. 

We have some commodities that require special loading facilities 
and therefore we feel they should be exempted. 

Mr. Falconer may be able to give you a specific example of that. 

Mr. Fauconrr. For ex: imple, in connection with ammonium nitrate 
fertilizer that we export quite a little bit, I think this rule or amend- 
ment to the legislation that we are suggesting could be applied perhaps 
to all dangerous articles that are regulated by the Coast Guard more 
or less at the option of the shipper, at the time the contract was signed 
probably on an all or nothing basis. That is, you either exclude the 
product from your conference rate entirely or you leave it in entirely. 
In other words, you are not allowed to shop around from one to the 
other. 

Ammonium nitrate, because of the Texas City stigma, has a lot of 
special regulations that apply. You cannot export it through any 
port. There are just a few port facilities that are open. It requires 
special stowage on board the vessel and there are many other 
special handling regulations that are prescribed by the Coast Guard. 

Generally speaking, liners have to pick it up on the last port of 
loading and discharge it on the first port of call and the ports beyond 
the United States ports = even problems; that is, the vessel with 
the nitrate on board can clear a United States port but, if it has inter- 
mediate ports to stop before ‘Dichanaiay the nitrate, it is impossible 
for the liner to get into that particular port to do its job, so that we 
just run into all kinds of problems because our nitrate is in the con- 
ference presently under our conference contract and we are bound 
to go to the conference and we haggle around trying to get informa- 
tion for 2 or 3 weeks, sometimes longer, about vessel sailings, and 
finally the sales department Just gives up. 

So we think it would be entirely reasonable to have legislation 
spelled out that at the option of the shipper when the conference con- 
tract is signed, we have the option of excluding a product completely 
to give us the freedom of choosing nonconference lines or conference 
lines just to get the product moving. 

Mr. Totterson. You have suggested language to take care of that, 
too ? 

Mr. Fauconer. Yes. 

Mr. Arnorp. Yes. 

Mr. Totierson. Is that in these suggestions? 

Mr. Arnotp. Yes. 

May I comment once more. It is not a case that we necessarily 
want to be members of a conference today and for the short term ad- 

vantage maybe be permitted to charter tomorrow but, when the con- 
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tract is signed, then have the determination, “We want this traffic 
in or out for the period of that contract,” and not skip back and forth 
on a spot move and be permitted to lease or charter. 

Mr. Totterson. Do I understand that with respect to this item some- 
times you have no difficulty moving it and at other times you do? 
Do the conference carriers refuse at times to carry the item ? 

Mr. Arnoxp. I think Mr. Shields has an example of that. 

Mr. Sutexps. It is not only a situation which applies to an article 
such as ammonium nitrate that might be considered objectionable. 
It can apply in every particular case. 

Within one corporate unit of the company, you may have bulk 
material and a finished product. Perhaps both, going in the same 
direction; but when you sit down to accept a conference contract you 
must generally accept it for everything. The buyer does not have 
the choice, so to speak, of deciding what he wants to buy or how 
much. 

Going back again to this potash situation, there we realized it was 
an awkward situation and we said to the conference e, “Exclude that 
which lends itself to outside transportation so that we can compete 
with the fellow that can use your rates and go on the outside when 
he wants,” bearing in mind that those were noncontract rates, and 
we offered that we would alw ays give that particular conference first 
crack at the cargo but, as I say, we were unsuccessful in our attempt. 

We must bear in mind here, too, that it should be a two-w ay street. 
While the buyer of the transportation does not have the opportunity 
to decide what and how much he wants to buy, the conference does 
have the opportunity to say how much they w ant to sell because, if 
you go back to that same situation, there is a conference and there are 
others the same w ay who have certain items which are noncontract 
items, a noncontract signatory can use them at the same rate that we, 
a contract signatory, can, but we must use them, you see, and that, 
as I say, does not apply only on potash. There are some others of our 
products in that conference and in another one that I am familiar 
with that are noncontract items. 

You take lead, for example, in a conference. It is a contract item. 
They must give you the usual, say, 30, 60, or 90 days’ notice of a 
change. The other rate on zinc is an noncontract rate. It is open to 
anyone but no notice whatsoever is required to change that rate and 
yet we are bound to that conference by that conference contract. 

Mr. Totterson. The question that IT have in mind mainly is with 
respect to these noncontract items, do the carriers at times refuse to 
carry them because they do not have space or for any other reason ? 

Mr. Suiexps. In the particular conference I have in mind, and I 
do not say this facetiously, I have tried for some time to get a full 
explanation as to just why there are contract items and noncontract 
items and most of the members that I have spoken with and the assist- 
ant contract chairman was unable to give me a full explanation as 
to just how they came about. 

Mr. Totterson. The question still remains, have they refused to 
carry on occasion ? 

Mr. Sutetps. No, no. 

Pardon me. I am sorry. I misunderstood. 

Mr. Arnold suggested I bring out this particular point, too. 
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In connection with companies that would have the two types of 
operation, let us say bulk material such as ore, lending itself to trans- 
portation other than a liner operation: since you sign the conference 
contract obligating you for everything, you have, say, a 10,000-ton 
pareel of ore ‘which would lend itself to transportation on the outside 
but you must offer it to the conference and you could not ship it as a 
10,000-ton parcel. Many of the conferences will have FIO rates, free 
in and out. The shipper pays the cost of loading and the consignee 
~~ the cost of discharging. Those terms are somewhat comparable 
to charter terms and in many particular cases the rates are open 

rates so that you can negotiate individually with each carrier. 

However, since generally they would not want a 10,000-ton parcel 
because it would exclude their general cargo, the shipper, in having 
to offer it as parcels under his conference contract, must pay higher 
loading and discharging rates. Because of volume you always get 
lower costs on your stevedori ing, you see, and you get quicker dispatch 
loading a full cargo as comp: ared to part cargoes. 

Mr. Toruerson. That is all, Mr. Chairman. 

Mr. Farconer. I would like to say that cargoes of ammonium ni- 
trate are refused, and I can understand the reasons why, the confer- 
ences have to refuse them because of the ports of call they have to make 
and in some cases insurance requirements on their particular vessel. 

Mr. Totierson. But you are nonetheless compelled to offer the item 
first to the conference carrier so that he can say “yes” or “no”? 

Mr. Fatconer. That is right. 

Mr. Arnoup. And ex: imples, were given at our meeting where some- 
times they would not get a “no” and it left the exporter kind of hang- 
ing in midair because he did not know how to move it and possibly 
could lose the sale. 

You referred to these corrections. This was done rather hurriedly. 

May I make two little corrections on the sheet that was submitted ? 

Mr. Totierson. Yes. 

Mr. Arnorp. The third word in the second paragraph should be in 
italic. The word “shall” is new. The present wording is “may” and 
we changed it to “shall” so the word “shall” should be in italic. 

Mr. Totterson. I am on the second paragraph. 

Mr. Arnotp. The third word in the second paragraph, the word 
“shall” should be in italic. 

The third paragraph, the one at the bottom of the page, that is 

shown as complete new language, and in a hurry we neglected to in- 

clude the present language ‘that is in the act that should have been 
included and dotted out so that insofar as what the Board may now 
approve, it says in the present act, which should be included at. the 
very end, and crossed out: “and shall approve all other agreements, 
modifications, or cancellations.” That is in the present act and would 
be excluded if you consider the third paragraph as being in the public 
interest. 

Mr. Garmatz. Mr. Glenn. 

Mr. Guenn. Mr. Arnold, these numerous practices and procedures 
which you stated as needing correction are all composed generally in 
this suggested correction based on your objections ? 

Mr. Arnoup. Yes, sir. 

Mr. GLENN. I am a bit concerned as a lawyer as to how this pro- 
vision in the present contract operates where they bind the other 
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companies or other individuals, who are considering subsidiaries or 
associates or things of that sort. 

My training has always been that a corporation is an entity just as 
an individual and you have a contract so stating the names of the 
persons bound. 

How is that done ? 

Mr. Arnoup. Mr. Shields? 

Mr. Sues. Generally, the conference in the printing or wording 
of the conference contract goes on to say the carrier will do so and 
the merchant and then usually in parentheses, and it goes on to say, 
“and/or affiliate,” et cetera. 

Mr. GuenN. Who determines whether they are affiliates or sub- 
sidiaries and the other things which you mentioned? That may be 
in the open or it may be hidden, may it not? 

Mr. Sutexps. It could possibly be, but a company that believes in 
living up to its contract would not venture to try to bypass it by 
concealing the fact that it was a subsidiary, and it works in the 
reverse, too. 

With our company there are numerous subsidiaries. I have had a 

carrier call me to ask whether or not such and such a company was 
a subsidiary to determine if they were entitled to the contract rate, 
but it was not spelled out in the contract. 

Mr. Gienn. Do you not think it would be better legally to have a 
contract with each one of those affiliates or subsidiaries so that there 
would be no question ? 

Mr. Surevps. Absolutely, with the choice of the contracting sub- 
sidiary as to whether they want such a contract or not. 

Mr. Guenn. Yes. 

Mr. Arnoxp. I have the exact wording in one conference, if you 
would like the exact wording. 

This is found in the North Atlantic Mediterranean Freight Con- 
ference memorandum of agreement where it says the name of the com- 
pany hereinafter called the merchant. (“Merchant” includes sub- 
sidaries, affiliates, and agents of any of them.) And then it goes on. 
That is the definition of the merchant that signs this agreement. 

Mr. Guxenn. I should say that that could be quite confusing if it 
ever came to the point where it had to go to court on something havi ing 
to do with the contract. 

I wonder if you would give me your opinion on this. The many 
things which you have outlined here as being objectionable and sub- 
ject to correction, I suppose can be ironed out. However, do you think 
that it should be done under an enabling act which would set up some 
voluntary association consisting of your conferences, your carriers, 
your shippers, and your freight forwarders and everyone else con- 
cerned with the industry subject to the approval and general super- 
vision of the Maritime Board, or do you think that the many detailed 
powers and the right to police the enforcement of these powers should 
be permitted to remain in the Federal Maritime Board but with 
perhaps a special division set up that would have nothing to do except 
watch over the conference system and give full time operation to the 

maintaining of that system for the protection of the public and the 
Federal Government and even to the extent of having available 
offices for the right of appeal, and so forth, at shipping centers such as 
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New York, New Orleans, San Francisco, and Chicago, and a few 
others? 

Mr. Arnorp. Mr. Glenn, yesterday at our meeting, two of us brought 
in suggested corrections, one in general terms that the agreements 
would be disapproved if it had any unreasonable and unjust proce- 
dures. That was voted down and we felt so strongly about it, we 
thought the enabling legislation delegating the authority or power in 
the Federal Maritime Board should be specifically spelled out and 
therefore this language was adopted. 

We think the Federal Maritime Board could police these agreements. 
Whether they set up a separate bureau or division I do not ‘know, but 
we thing it would be a matter that the Board could very well handle, 
and as these : agreements are filed with the Board for their approval, 
so that they could enjoy the immunity of the antitrust laws then 
presumably there would be hearings on those agreements at which 
the steamship lines and the exporters and importers could comment 
upon the provisions of those agreements. 

We think that is entirely within the scope and the Board could do 
that. 

Mr. Gienn. Of course, Mr. Morse has testified before this committee 
that he does not have sufficient manpower at the present time to even 
enforce the present Shipping Act. 

Now, if we are going to spell out more of these things, it would 
probably follow that he would probably have to have a very much 
enlarged manpower pool to call on and, as important as it is at this 
time, it would seem to me that maybe even by legislation we should 
spell out as to just how that would be handled as a branch or part of 
the Maritime Board. 

Mr. Arnoup. We fully realize that the Board would have to be im- 
plemented with additional staff and funds, and I am sure we would 
support it. We did not cover any corrections of that. I assume that it 
would be handled when the Board submits its proposals for appropri- 
ations. f 

In the past, the Interstate Commerce Commission has been faced 
with the problem of additional assignments. We have appeared be- 
fore the Appropriations Committee in support of a larger fund for 
the Interstate Commerce Commission to carry out the additional 
assignments. 

I am sure we would probably do the same thing on any appropria- 
tion to the Federal Maritime Board. 

Mr. Guenn. Then you think the power should remain in the Federal 
Maritime Board rather than any iemiuieedian set up legislatively for 
and by the industry ? 

Mr. Arnotp. Wedo. Yes, sir. 

Mr. Gurenn. I am a little confused about this first provision you 
have in your suggested amendments where you say: 

The Board shall by order disapprove, cancel, or modify any agreement, or any 
modification or cancellation thereof, whether or not previously approved 
by it * * * 

Did you not think that once a contract is entered into that that should 
be binding? That is as far as legally possible without any modifica- 
tion or cancellation unless it. is purely illegal? 
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Mr. Arnotp. That is the present law today, sir, and in the event 
you adopt these other changes, and the Board has already approved 
agreements, then we think they ought to have the right to review 
them if you changed the section. 

Mr. GLENN. Now on, I guess, item (a) : 


Free and unrestrained right of each carrier to take independent action 
either before or after any determination by the conference— 


just what do you mean by that? 

Mr. Arnoip. Going right to the very heart of this thing, we think 
that the right of independent action is the alternative to a govern- 
mental regulatory agency. As you know, today there is no real power 
to regulate those rates. “By the injection of the right of independent 
action, we think you will be injecting an element of regulatory control 
because competition is a great regulator. ‘Therefore, you inject the 
right of independent action and we think that would be in lieu of 
something we cannot have because it is hard to conceive of a regula- 
tory agency on international matters. Therefore, the right of 
independent action would serve as that function. 

To be truly effective, we think a carrier ought to have that right 
of independent action at any time. 

For instance, suppose there is a proposal filed. A conference could 
hold it up indefinitely. The exporter might need it, and one or two 
or three or four lines may be in favor of it but until it is disposed of 
he could not exercise that right so, therefore, we think it is necessary 
to give that carrier the right to take independent action at any time. 

Mr. GLENN. You do not think that permitting the carriers to do 
so would weaken the conference system ¢ 

Mr. Arnoxp. It would put the exporters on a better ground to com- 
pete because now they are completely at the mercy of the conference. 
If an exporter goes up there with a suggested rate and is turned down 
there is very little recourse he has. At least, this would inject the 
regulatory feature present in domestic transportation where he would 
have some appeal he could exercise or have some freedom to get the 
carrier to publish a rate because, frequently, carriers would support 
that rate but would be unable to have it published because of the 
voting rules. 

Mr. Gtenn. Thank you, Mr. Chairman. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. I do not quite understand your explanation which you 
just gave Mr. Glenn on this section (a) on independent action. C ould 
you give mean example? 

Mr. Arnoxp. Suppose an exporter went to a conference and sought 
a reduction from $45 to a $30 rate. That conference could consider 
it and hold it for 2 years before they disposed of it and unless you 
give that carrier the right of independent action before or after it 
was considered by the conference it would be practically useless be- 
cause the time had passed for the need for th: ut rate. 

Mr. Casey. Are you talking about the carrier going to the con- 
ference for a reduction in rate or are you talking about a shipper or 
exporter going there ? 

Mr, Arnoxp. An exporter going to the conference or a carrier. 

Mr. Casey. Well, your (a), though, says, the “right of each carrier 
to take independent action.” 
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Mr. Arnovp. Each carried in the conference, yes, sir. 

Mr. Casey. What independent action in your case would some 
carrier take? Would he go ahead and carry the goods at $30 if he 
wanted to? 

Mr. Arnovp. If he thought it was profitable, we think he should 
have that right to do so. 

Mr. Casry. There goes your conference system then, does it not ? 

Mr. Arnoxp. Not necessarily. If the conference could not sell that 

carrier that it is good business to keep a $40 rate, maybe there is 
something wrong or perhaps there is one carrier with a particular 
oper ation that. would lend itself to making money at a $30 rate. 

Mr. Casey. The conference system has penalties within their own 
organization for someone trying to cut the rates, do they not at the 
present. time ? 

Mr. Arnotp. Exporters feel it is all one-sided, that all the penalties 
are on exporters, ye there is no penalty on a carrier that cannot 
( pegs with providing service. 

I do not know the ‘penalties that the conference might have upon 
carriers. 

Mr. Casey. What independent. action afterwards that you might 
take under this situation if, say, the carrier did nothing about it and 
went ahead and carried it at the $ $45 rate, what action would he take 
afterwards on this request for a $30 rate? 

Mr. Arnotp. Perhaps the conference voted that the rate should not 
be reduced. Then if a carrier felt that it was in his best interest to 
reduce the rate he could go ahead and instruct the conference to pub- 
lish that reduced rate for his account. 

Mr. Casey. We are still talking about the carrier and leaving the 
exporter out of it? 

Mr. ARNOLD. Yes, sir. 

Mr. Casey. You say he would instruct the conference to do what 
now ¢ 

Mr. Arnotp. To publish that reduced rate for his account. 

Mr. Casey. In other words, that particular carrier would have a 
different rate than the rest of them ? 

Mr. Arnot. Yes, sir. 

Mr. Casey. If they did not want to fall in line with him ? 

Mr. ArNoxp. Yes, sir. 

Mr. Casey. In other words, you make that particular carrier a com- 
pletely independent line, do you not ? 

Mr. Arnotp. We are injecting an element of competition into the 
conference which is not present today except in those cases where there 
is an independent service or a noncontract carrier. 

Mr. Casey. It is no advantage to him to belong to the conference 
if he wants to set his rate as he sees fit each time, is it ? 

Mr. Arnorp. That is right. 

Mr. Casgy. So there goes your conference. 

Mr. Arnoxp. Not necessarily, because maybe the conference can 
sell him that it is not in his best interest to reduce it. 

We have this right of independent action in all forms of domestic 
land transportation where carriers band themselves together in a 
conference and seek approv: al of that agreement and enjoy the benefits 
of being excluded from the antitrust laws. It is mandatory that every 
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carrier be granted this right of independent action, and we still have 
conferences among motor carriers and railroads. 

Mr. Casey. The only one that will determine whether that rate is 
reasonable or a fair rate, then, is that individual carrier, is it not ? 

Mr. Arnot. In international water transportation, yes 

Mr. Casey. Instead of the conference as a whole ‘determining it, 
each individual carrier on his own would determine what is a reason- 
able rate under this system ? 

Mr. Arnoup. That is right, but we in the league have been through 
this in surface transportation and are willing to admit that a whole- 
sale use of the right to take independent action would not be good. 
We would not encourage the wholesale use of it, but there are extreme 
cases Where it would be very desirable. 

It is necessary for exporters to do business abroad that the carrier 
have that right. 

Mr. Casey. I understand that, but then does not your section A 
in very different language say that in your opinion you see no necessity 
to have a conference system that sets rates / 

Mr. Arnoup. No, we strongly favor the conference system. We 
think it is a must. 

Mr. Casgy. You are really knocking it in the head with this section 
(ay. 

Mr. Arnoup. We interpret it as giving a carrier a freedom of doing 
what he might choose to do but otherwise is prevented from doing it 
by the present ¢ onference rules. 

Mr. Casry. If you have five carriers belonging to a conference and 
each can set his own rates, you do not have a conference. 

Mr. Arnotp. We think it would correct the present situation 
whereby a carrier may not be able to exercise his thoughts or exercise 
what he would like to do and that this would give it to him. If you 
inject this into it you could take away all alleg: itions of monopoly 
certainly because there a carrier if he chooses to reduce a rate, would 
have the right to do it and you would completely remove that 
allegation. 

Mr. Casey. You surely would because you just would not have a 
conference system. 

Mr. Arnotp. We have it in domestic transportation today and ex- 
porters are really suffering. 

Mr. Cassy. In domestic transportation, you also have a Board that 
sets their rates hard and fast, do you not, and here you are going to 
have five carriers in a conference and each of them sets their rates. 

Mr. Arnoip. By the same token, may I point out that in domestic 
transportation we do have a regulatory agency and if the rates become 
unreasonably high, we have some place to appeal to, but where do 
exporters have to go today if they feel that rates are unreasonably 
high? There is no » board with any real power. There is no regula- 
tory agency. Therefore, we think that injecting this right of in- 
dependent action would be in lieu of a regulatory agency. 

Many in transportation think that there is too much regulation in 
domestic transportation, that competition is a better regulatory fea- 
ture, and we think that that would be beneficial in ‘international 
commerce. 

Mr. Casey. That is what most of us on this committee, and in fact 
I would say all of us on this committee feel, but what we are 
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trying to reach is a happy medium where neither side will get the 
stuffing kicked out of him, neither the shipper by someone ‘setting 

rates too high nor the carriers by having a lot of c utthroat competition 
where they ; start losing money and go out of business, or knock our 
own merchant marine in the head. That is what we are trying to find. 
We have not found it yet but we are still looking. 

Mr. ARNoLD. We would hate to see the conferences destroyed. Many 
of these exporters and importers rely on them heavily. We need them. 
But, by the same token, we have absolutely no place to go when a 
decision is made. 

Mr. Casey. Did you think this section A, giving independent action 
to each line would do it 

Mr. Arnoutp. Mr. Harman here has a comment on that. 

Mr. Harman. Mr. Casey, I believe the lines join a conference with 
the understanding or with the purpose in mind of maintaining rates 
as one of the principal —— why they join, stability of rates, and 
to preserve their revenues. I do not believe a line is just going to cut 
the rates arbitrarily or unnecessarily. 

Let us say we have a rather large conference, maybe 15 or 20 or 
30 carriers operating in it. The conditions with each carrier are not 
the same. A piece of business might come up where the going confer- 
ence rate would not move it. A reduc ‘ed rate might not ‘be attractive 
to some or many of the carriers in that conference. However, to some 
carriers it might be attractive and they would be willing to take the 
business at a reduced rate rather than foregoing it. 

At the present time they have no method whereby they could re- 
duce their rate and cither attract the business or meet nonconference 
competition. They either have to get it at the going rate or give it 
up. They are not going to cut their rate just to cut the rate. They 
want as much revenue as they can get. 

The conference should be either able to tell them that the present 
rate is reasonable and it should go at that basis, or, if the one carrier 
or group of carriers can carry it “at a reduced rate, then maybe that is 
a more reasonable rate on the product than the conference rate. 

Mr. Casey. Are you not giving veto power to the one carrier just 
as we have a situation in the U.N. that we are c omplaining about now? 

Mr. Harman. At the present time, though, the shipper or the carrier 
has no place that they can go. You have no alternative. 

Mr. Casey. I understand that. 

Mr. Harman. The only alternative you have as a shipper is the 
cancellation of your contract. 

Mr. Casry. Let me ask you this. Instead of letting one line set the 
rates on any commodity for all of them, what is wrong with putting 
that authority in a Board where you could have a hearing to settle 
conference disputes, say the Maritime Board ? 

Mr. Harman. You mean have all rates reviewed by the Maritime 
Board ? 

Mr. Casey. Only when there is a complaint. 

Mr. Harman. Only when there is a complaint. One thing is the 
timing. This is going to drag on for a considerable length of time to 
get your hearing, “get your rates established. 

This situation, as it was visualized by the members of the league, 
is more or less of a spot situation. You start off with the premise that 
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these carriers have banded together. One of their principal reasons 
is to maintain their rate levels. 

Mr. Casey. You said that and you gave an example saying that 
it might not be attractive to some of the carriers but might be attrac- 
tive to one or two of the carriers in this 30 carrier conference you speak 
of. Under the present situation, would you not think that those that 
were not particularly interested would not have any objection to these 
two who were interested ? 

Mr. Harman. You would think so but it does not work that way. 
Usually I think it is the general impression that they will maintain 
their rates even though the one carrier would lose the business. They 
do not want to break the rate level. 

Mr. Casey. I understand that, and I agree with you that the theory 
of the conference is to preserve a healthy merchant marine industry, 
to have stable rates. That is why they band together. It is for mutual 
protection against rate cutting, rate wars, and the theory also is that 
they will give better service and in the stabilized rates these shippers 
would know what to expect and what not, but when you start letting 
one line tell the rest of them what they are going to charge for a 
particular commodity, I think you are ge {ting on dangerous grounds of 
knocking the whole conference in the head. Your idea may work out 
very well. I donot know. But it seems to me that it is pretty danger- 
ous ground. 

Mr. Harman. These conferences, I believe, are rather close associa- 
tions. Certainly the other members should be influential on the one or 
two in the minority group as to why it is good business not to cut the 
rate, not reduce the rate, but I think there should be an alternative to 
just an arbitrary action that “Boom, this is it. 

Again, how is the conference rate established? Is it majority rule? 
Is any rate reduction subject to veto power, say, of one carrier? Must 
the decision of the conference be unanimous? 

Mr. Casey. You know as well as I that each conference differs. 
Some are unanimous and some are two thirds. Some are majority. 

Mr. Harman. There you have the veto power in reverse where one 
carrier can block the rate reduction. Again at what level is the con- 
ference rate set? Is it at the cost of the highest operator, the lowest 
cost operator, or the medium of the operation ¢ 

Mr. Casey. Youtell me. I have not found that out. 

Mr. Harman. I do not know. Again, you have the control of these 

rates very definitely tied up and a carrier is not free to operate unlgss 
he wants to pull out of the conference and this is undesirable. 

Mr. Arnotp. May I point out that a carrier can at least withdraw 
from the conference but a poor exporter in some cases he can only 
withdraw from a contract 30 days in advance of one particular day in 
a year. 

A carrier can drop out on 30 days’ notice at any point during the year 
so exporters are really in a straitjacket. 

Mr. Harman. Even further than that the carrier does not have to 
put a ship in that particular run without even withdrawing from the 
conference. 

Mr. Casey. You think then your section A would have the tendency 
to bring the rates down within reason in some instances where you 
think they might be out of reason ? 

Mr. Harman. Yes. 
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Mr. Casey. You think that with the desire of any particular carrier 
or a conference to stay together, that the exercise on a particular 
commodity by one of the carriers would not break up the confernce ? 
There would still be enough desire to stick together for self- 
preservation / 

Mr. Harman. I think you can start with a premise that even if the 
carrier is reducing his rate under our section A, he is only doing that 
because of an economic necessity to do so. He does not want to reduce 
his rate. He wants to keep his revenue as high as possible, but if he 
does not reduce his rate he is going to see that he loses the business. 
It may go to the foreign competitor or it may go to the nonconference 
operator being supplied by a supplier who is not a signatory to a 
contract with the conference. So he sees that instead of losing part 
of the revenue he is going to lose it all. It has to be economically 
attractive to him or he is not going to reduce his rate. 

Mr. Arnotp. We look at it as a means of meeting a competitive 
situation which the carriers are not always free to do. We hope it 
will not be used extensively but on those important occasions, we feel 
that that freedom should be granted them. 

Mr. Casry. Now, on setting dual rates, do you approve of the dual 
rate system ¢ 

Mr. Arnoup. We do, yes, sir. 

Mr. Casey. Do you think that in this spread between the contract 
and noncontract rate that a carrier should have the same independent 
action? If he wants to put a different spread between the contract 
and noncontract rate then some other carrier, do you think he ought 
to have the right to do that ? 

Mr. Arnotp. If an exporter can show need and justification and 
press a carrier, yes, that right of independent action should be 
extended. 

Mr. Casey. How about raising a rate. Do you think he ought to 
have the right to raise a rate if he wants to? 

Mr. Arnoip. The right of independent action would work for both 
reductions and increases if a carrier would care to increase rates. 

Mr. Casry. You might have a situation like that, might you not? 

Mr. Arnoup. We could, yes, sir. 

Mr. Casey. Where one carrier, say, had the refrigerated ships where 
the others did not, he might want to jack up the price and even though 
the rest might say, “You are getting wild here,” he could go ahead 
and do it? 

Mr. Arnotp. That is right. 

Mr. Casey. That isall, Mr. Chairman. 

Mr Garmatz. Mr. Zincke. 

Mr. Zrncxe. Pursuing that paragraph (a) a little further, Mr. 
Arnold, would you not say that the necessity for prompt and reasonable 
rate action is one of the greatest problems confronting you? 

Mr. Arnon. It is one of the three most important problems con- 
fronting us, yes. 

Mr. Zincxe. And in the event that your solution is not acceptable 
for any reason whatsoever, the alternative would be some sort of ICC? 

Mr. Arnotp. We cannot foresee any possibility of that, so that is 
why we feel so strongly about this point. 
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Mr. Zincxe. If there could be such an ICC, the major problem 
would be the cumbersome nature of its proceedings ? 

Mr. Arnoxtp. Actually, I do not know what the position of the 
league would be. 

Let me say this. There is a growing trend to think you can have too 
much regulation by regulatory agencies. I am not certain that we 
would even favor the Board having those powers to fix rates. We do 
think, though, and it has been proven in domestic transportation, that 
competition is a mighty fine regulator. Presently in international 
water transportation about the only competition is the independent 
carrier. Now, this would provide competition within the conference. 

Mr. Zincxe. That is all I have, Mr. Chairman. 

Mr. Garmatz. Mr. Cowen. 

Mr. Cowen. Mr. Arnold, you have approximately 1,700 members of 
your association, and the statement that you made heretofore in 
Chicago had been approved by your membership. 

Mr. Arnotp. Yes, sir. 

Mr. Cowen. I believe at that hearing you were requested to break 
down the membership in your conference. 

Do you have that sir? 

Mr. Arnoup. We have the breakdown of the members that sup- 
ported that statement, yes. 

Mr. Cowen. Would you offer that for the record, with the chair- 
man’s permission ? 

Mr. Garmatz. It may be received. 

(The information referred to follows :) 
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Mr. Cowren. Do you have a complete membership list of your 
league? 

Mr. Arnoxp. Yes, we have a membership roster. 

Mr. Cowen. Would you offer that for the record also? 

Mr. Arnon. Mr. Dorr will see that you get a copy. 

(The list referred to is in the committee files.) 

Mr. Cowen. I believe that you answered a question Mr. Ray asked 
relative to a liquidated damage claim that was outstanding against one 
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of your members on the west coast. Was that by any chance the Van 
Waters & Rogers Co. ? 

Mr. ArNotp. Yes, it was. 

Mr. Cowen. That has not been clarified or settled as yet, has it ? 

Mr. Arnorp. I think that is the case, yes. 

Mr. Cowen. Now, sir, I believe Mr. Falconer gave an example of the 
difficulty of getting a reduction in rate on the shipment to South 

America. 

Mr. Fauconer. Yes, sir. 

Mr. Cowen. Do you know of any other commensurate problems that 
you or any of you gentlemen have had arising out of that same general 
situation ¢ 

Mr. Arnoutp. There may not be any present here but as I recall 
some league members have already appeared and made that state- 
ment. Itisin the record. 

Mr. Cowen. Yes, sir. 

In your instant case, Mr. Falconer, that had to do with a con- 
ference that was domiciled in this country. 

Mr. Fatconer. Yes, sir. 

Mr. Cowen. In regard to the general problems arising with im- 
porters, have your people been able to deal with conferences that are 
domiciled in for eign countries relative to imports? 

Mr. Suretps. Yes, we have experience in that respect. You ordi- 
narily work through the lines’ agents in the country, stating your case 
in writing, and usually in our case we try to state it verbally to each 
of the members’ representatives as well. 

Mr. Cowen. To the member lines ? 

Mr. Suretps. To their agents here, or some of them have their own 
offices. In the case of some conferences, you approach the chairman 
of the conference in the foreign country by letter with copies to 
the various agents here, and again, as I say, try to state your case. 

In some cases, the lines recommend that you approach the conference 
through them and they will put the matter to the conferenee chairman. 

In a few other cases, the lines will have a subcommittee here in this 
country who will take your problem, and make a recommendation to 
the conference chairman overseas, based on what you have put before 
him. 

Mr. Cowen. Has it ever been necessary that in a case of that type 
you, as a citizen of this country, would have to go to the conference 
chairman domiciled in a foreign country to state your case or arbitrate 
the problem ? 

Mr. Sutextps. No, I have never had a case where it is a necessity, 
although I will say when I was over in Europe on one occasion in 
connection with other business, I spoke with each of the lines over 
there and it was extremely helpful putting the case directly to the 
people who make the decision. 

Mr. Cowen. Sir, based on the experience which your members have 
had, do you find it more difficult to adjudicate a difference with a 


a 


foreign domie iled conference or a conference domiciled in this 
country ? 

Mr. Suterps. I am speaking from personal experience rather than 
for the league, but I find that it is about the same for the foreign 
conferences as it is for the conferences domiciled here. 
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Mr. Cowen. Say in asking a specific rate reduction on a spot ship- 
ment where you are competing very definitely with a foreign supplier, 
have you found that the same situation exists ? 

Mr. Suretps. You have, of course, the delay involved. Most con- 
ferences have an emergency rate procedure whereby you can put to 
them this morning something where you have to meet competition 
overseas and they will put it out ona telephone vote, which procedure 
usually has to be unanimous and you can get fairly prompt attention. 

Now, dealing with the conference overseas, the delay as compared 
to the handling here merely seems to be, in those situations, the cable 
delay. Each of the lines here will put it over to their people by cable 
and, if it is a real emergency, the telephone lines all over Europe, 
for example, begin to work, and they, too, have their emergency 
meetings. 

Mr. Cowen. So that the service in a situation of that type offered 
by a conference domiciled here or one domiciled in a foreign country 
is on par? 

Mr. Sutetps. I would say so, generally speaking. 

Mr. Cowen. I believe there was suggested here yesterday by a wit- 
ness, Mr. Arnold, to alleviate the present situation regarding rates, 
the possibility of appointment by the conference of one person and by 
the exporter another person and those two appoint a third who would 
act as a board of arbitration in handling rate problems. 

Do you think, sir, that that might be a step in the right direction ? 

Mr. Arnotp. The league has no position on that. “It has never 
considered that, sir. 

Mr. Cowen. Sir, might I ask you as an individual do you think 
that that suggestion has merit / 

Mr. Suretps. Would you repeat the question ? 

Mr. Cowen. The solution suggested was to the effect that a confer- 
ence appoint one individual, the exporter or the industry appoint an- 
other individual, and those two appoint a third member who would 
act as chairman, and let the three serve as a board of arbitration in 
cases that came up where there was need of adjudication of a rate 
differential, or maybe an emergency spot situation. 

Mr. Sutexps. I might say there that a lot of your large corpora- 
tions today are basic ally against arbitration. 

Mr. Cowen. I can understand that from a different viewpoint, but 
in the present. instance you have expressed not disapproval but ex- 
pressed that something should be done relative to rates over which 
you have no control and over which the conference naturally does 
exercise complete control. If there were some board short of the 
Federal Maritime Board where both parties could go and lay their 
claim before the board of adjudication, would that alleviate the pres- 
ent complaint as against the setting of rates ? 

Mr. Rance That member is a good member of the league and 
I just have not had time to think about it but offhand it might work 
or it might be too cumbersome. I do not know, but it would be an- 
other way of assuring relief from the present method. 

Mr. Cowen. You have stated, sir, that rates are set and that you 
have difficulty or your people have difficulty in putting your case 
before the conference. 

Mr. Arnoxp. Yes, sir. 
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Mr. Cowen. In other words, as of the present time certainly in the 
end result you may go before the Federal Maritime Board but in 
order to get a quick adjudication there is nowhere you can go. If the 
conference does not want to grant relief, then there is no relief. 

Mr. Arnorp. That is right. 

Mr. Cowen. So is there not an intermediate step somewhere that 
possibly might help the present situation ? 

Mr. Arnoxp. I think rates can be negotiated better than they can 
be arbitrated. 

Mr. Cowen. Sir, are you granted the right to negotiate in every 
instance ? 

Mr. Arnon. No, we are suggesting that be set up, though, through 
this orderly rate procedure of ours. 

Mr. Cowen. You have these gentlemen who are here with you at 
the witness table and who have been introduced and their names in- 
serted in the record. Do you or your association have any other 
people here who are specifically here for this hearing this morning 
whom you would like to identify ¢ 

Mr. Arnotp. None that need be introduced. We have other mem- 
bers but these are the spokesmen. 

Mr. Garmatz. Is there any objection to having their names put in 
the record ? 

Mr. Arnotp. I do not know who they are. 

If there is anyone who would like to have his name in the record, 
would he stand ? 

I think they are very modest. 

Mr. Merwin My name is Frank Merwin. I am general traffic 
manager of hela an Smelter & Refining Co. I am just here as an 
observer. Thank you. 

Mr. McLeop. My name is Angus McLeod. I am director of traffic 
and transport: ition for Kaiser Aluminum & Chemical Corp. 

Mr. McCormick. John McCormick, traffic manager, Rayonier Corp. 
New York. 

Mr. Arnotp. Mr. Coughlin has a comment on foreign conferences. 

Mr. Covueuuin. I am Martin Coughlin, Thomas J. Lipton, Inc. 
We are quite large importers of tea from the Far East and so mae 
and have had considerable experience with these conferences oversea 

In the Far East, our experience generally speaking, I think, with 
those conferences has been more favorable than most of my informa- 
tion from those who are trying to get commodities out of this country. 

About 2 years ago, we had an adjustment on tea to meet competi- 
tion of combination rates over European ports that I would say 
went through quite successfully in a relatively short period of time. 
We have also had some negotiations running over a couple of years 
with the Great Lakes North Atlantic Conference on the same com- 
modity, tea. 

We had considerable difficulty there. It was not an unwillingness 
on their part, I think, but it involved arriving at an interior point in 
the United States and trying to compete to interior packing plants on 
a commodity coming in —— other ports with transit which is 
somewhat peculiar to the U.S. domestic transportation system and 
« foreign conference just could not understand what we were talking 
about. 
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The eastbound conference is domiciled here and we had our negotia- 
tions through their Mr. Wise in Chicago who understood ex: retly what 
it meant, but just wrote letter after letter before it penetrated. 

Once they understood what their competitor’s situation was to reach 
a point like, say, St. on with a transit at a point such as Streator, 
Ill., as compared with just the port relationships as to rate, we had 
no problem at all, but it did take an awful long time from the stand- 
point of not understanding. 

Mr. Garmatz. Mr. Casey. 

Mr. Casey. I just ws anted to ask you if you thought there was any 
necessity of 30-day advance —— ation of a rate reduction. 

Mr. Arnoip. Except those handled under emergency measures yes, 
because, as you very well know, today a rate can be in effect for 29 days 
before anyone has any knowledge of it. That could happen. 

An =: working in the dark could lose a sale. 

Mr. Casey. I am talking about a reduction in rates. Do you think 
there is any necessity of a 30-day advance publication of a reduction 
in rates? 

Mr. ArRNotp. There may be other exporters or importers interested 
and they may be affected — and they would like to seek 
a similar one. It is rather important, yes, sir, to have advance notice 
of reductions. 

Mr. Casey. That is all. Thank you. 

Mr. Garmatz. Are there any other questions ¢ 

Mr. Arnotp. Let me emphasize this: that we are not interested in 
a technical and ironclad rule to initate, docket, and publish rates, be- 
cause one of the important things in international transportation is 
flexibility and frequently it is necessary to get emergency rates. As 
much as we would like an orderly rate proc cedure, we would hate to 
see anything done that would prevent those emergency cases because 
frequently you must know within a day or 2 days if you can secure a 

rate because you are bidding on a project and the salesman and sales 
manager is out talking about a big contract that may be dependent 
upon the rate. But certainly we do not want all rates to be funneled 
through this rate procedure. 

Mr. Casey. You recommend that there should be 30 days’ publica- 
tion in advance of the effective date and you say on either reductions 
or increases unless for good cause shown the Maritime Board might 
permit lesser time. 

Do you think you could get anything out of the Maritime Board 
in less than 30 days 

Mr. Arnotp. We ie hope so. In the statement I say— 


Exporters would expect that certain emergency measures would not be sub- 
ject to this docketing procedure but would expect notice of the emergency 


matters— 


and I said, “being considered.” We would hope that that could be 
changed to read “being acted upon.” 

In other words, if we can, to meet a competitive need, get an agree- 
ment that a rate would be such and such an amount and then in 
domestic transportation we go to the Interstate Commerce Commis- 
sion and get authority to publish that on short notice, we would hope 
to have that same feature in any regulation you might consider for 
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the Federal Maritime Board because those emergency rates are really 
important to exporters. 

Mr. Casey. On a reduction, I imagine you would not have much 
trouble with the Maritime Board for their approval, but on an increase 
I doubt if you would save much time over your 30-day notification. 

Mr. Arnon. Mr. Shields has a comment. 

Mr. Sutetps. I think one important point here to bear in mind is 
that that is very dangerous if we got into the area where you have a 
situation with the ICC that they can, as it suggests here, for good 
cause shown, allow the publication on less than so many days’ notice. 

Now, in the emergency situation I described before, if after having 
gone to the conference and having obtained their agreement to this 
rate to meet the competition from overseas to point “B, we then had 
to go to the Federal Maritime Board and have them look it over for 
5 days to decide whether you could publish it on 5 days’ notice, you 
could have lost the sale; so that, that is an important point that if 
you went into it to a certain extent you could not go all the way. 
In other words, you cannot possibly tie up every rate - and meet your 
foreign competition. 

Mr. Arnotp. Mr. Harman has a comment on that point. 

Mr. Harman. It was my impression that the consensus of the group 
assembled yesterday was a desire for information or knowledge of 
what rates were within the conference of which they were a member 
and also maybe competing conferences, west coast against east coast, 
and some sort of publication of what the rates were that were estab- 
lished, I think, would answer to a large extent the desires and needs 
of the group. 

If, for example, every rate that was published or reduced was pub- 
lished in something like the Traffic World or the Federal Register or 
something of that nature, I think it would cover the needs. 

Mr. Garmatz. Do any of you other members have comments? 

Mr. Arnowp. That is all. 

We appreciate this opportunity to present our views to you. 

Mr. Garmarz. Thank you for giving us the benefit of your views. 

I might say that the two witnesses tomorrow will be Mr. Pace and 
Mr. F oley. - Both are chairmen of conferences. 

If you do not plan to leave town, you are most welcome to be here 
tomorrow at the meeting. 

The hearing will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 11:40 a.m., the committee was adjourned, to 
reconvene at 10 a.m., Wednesday, July 15, 1959.) 

(The following was furnished by Mr. Arnold for insertion.) 


STEAMSHIP ExporT—IMportT TARIFFS 


Pursuant to instructions of the 1957 annual meeting, your export and import 
traffic committee undertook an investigation of the availability of tariffs of the 
steamship conferences covering movements to and from foreign countries. 

Letters were sent to 121 steamship conferences inquiring as to the avail- 
ability of their tariffs to the shipping public. One hundred and eleven replies 
have been received. Seventy-six replies covered outbound cargoes from the 
United States: 47 of these conferences advised that tariffs are available to 
interested shippers either free or for a fee; 27 advised that there was no public 
distribution; 2 advised that no tariffs were issued by their conferences. Sixty- 
three replies covered inbound cargoes to the United States: 15 of these con- 
ferences advised that tariffs are available to interested receivers either free 
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or for a fee; 45 
no tariffs were issued by their conferences. 

Analysis of the conferences, 
indicates grounds for optimism reg 
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advised that there was no public distribution; 3 advised that 


particularly those covering export movements, 
arding further negotiations as many of those 


conferences not now providing tariffs to the public are competitive with con- 


ferences providing distribution. In addition, 


the conferences are faced with 


legislative problems during the next 2 years that may require public support 
which should tend to reduce the arbitrariness of their attitude. 


The details of the survey are as follows: 


List of steamship conferences furnishing tariffs 














Conference | From United} To United 
States States 

American Great Lakes Mediterranean Eastbound Freight Conference- ------ ei ciiiemcicomiiias (4). 
Ameriean: Wess Airicen Oommremega <8. 8. 5 oo casein icc ececseusnnaccncense POR ao mkia | Fee. 
SSIS Se I CII ooo oe co ncacoucucdcukwasacancosendanen ices eae Do. 
Association of West Coast Steamship Comp: ite en see eee oe | ae (‘). 
Association of West India Trans-Atlantic Steamship L eae 5 2a Ss os lapachanal ae ee No. 
Atlantic Eastbound Freight Association... .........<...0----<...----<0---- ated (1). 
Ationtie amt: “elt cocoate Connerente a. <5 oo ook. Sei ceccnccnsscccesnsnewsns = Sees | (i), 
Atlante ome Spur cre weet COMMPONGS..... 2 oc coo ec ncncnendesae Wien inne (4). 
Atlantic and Gulf/Panama Canal Zone, C olon and Panama City Confer- | Fee...------ No. 

ence. 
Atlantic and Gulf Red Sea and Gulf of Aden Freight Conference--_-.--.-..--- WG cnscee (), 
Atlantic and Gulf-Singapore, Malaya and Thailand Conference-----_-...---- \tareiaeen (1). 
Atlantic and Gulf/West Coast of Central America and Mexico Conference.-| Fee_--..--.-- No. 
Atlantic and Gulf/West Coast of South America Conference_----._.-..------]----- Mena Do. 
Australia, New Zealand and South Sea Islands-Pacific Coast Conference. .--|----.do.------ Fee. 
Brazil-United States-Canada PND CT OINO a 5 6 cose inicctewkeacacesedos OO ln ae No. 
Cametne ins. xis UNO 2 on coos nce canuccsensmeedenvecscusdedsusad th cnctninnihee Do. 
Camexco Freight Coos ot edahine sasamonnnenamen waeeaeaal Wet arena ae (). 
Canal, Central America Northbound Com ato. 2 Soe Re ae (), 
CG ee aes Atta ns <1 aa xen anetseacnndedomateumhuness |----- CO cascciznie (1), 
Caribbean/Pacific Northbound Freight Conference-_--..........-----..------]----- ated (1), 
Covigiits) mc COO a oS on ee nnwnne Skane tional aca aided ona aaah Ti cach Yes. 
Colpac Freight Cc RE beeen a Se in cadandaeaensadaeuae ik ccaian (). 
Continental-U.S.A. Gulf Westbound Freight Conference scsnkcncath aon ceaed  TMas deminer 
Continental North Atlantic Westbound Freight Conference... .........-....- PO Sa cect No 
Dare, re ee eo occa watousannectunnann Oi aden (2), 
poe Denne ee ee ne eno ait cin shaenioaae saeicoehaantieatinenteaeiais a decid (3). 

ae) ce a NS eo gnc nenccncesswdanesdnaasauncans AR piconisestans No 
East Coast South America Reefer ¢ ‘onference_.-- s paatseanie ata Sean moe aaniciceenia aa itiauakeames (1). 
ar a es eaunancinn eas anne aeeanante le ok ees No. 
French North Atlantic Westbound Freight C NI ate, on OOF ecipnicisaes Do. 
Great Lakes-Bordeaux-Hamburg Range Eastbound Conference. ..-....------ sere | (1), 
Great Lakes-Bordeaux/Hamburg Range Westbound Conference. -_-_-----.---- EO wn akeaacun } (2). 
Great Lakes-United Kingdom Eastbound Conference_--..-.-.....--------- Q) naemanen ae 
Great Lakes-United Kingdom Westbound Conference ..-.........---------- eee adeatarnes (?). 
Great Lakes Scandinavian and Baltic Eastbound Conference _._--.....----- PRO Asanece ('). 
Greece, Turkey and Syria Area Westbound Tobacco Conference - --....-.---- a asccpail adalats td hea ceaaianeahanininh 
Gulf and South Atlantic-Cuban Outports Conference_...---.-..------------- DOR crninnonh Ce 
Gulf Associated Freight Conferences : eg Be atte Oe ne No docenen nen 
Guif/French Atlantic Hamburg Range Freight Conference- - --.------ assis eee Snoopy a A 
Gulf/Mediterranean Ports Conference. -..............-.....--------------.-- i ad (1), 
Gulf/Scandinavian and Baltie Sea Ports Conference. .---------------------- : oe (4). 
Gulf and South Atlantic Havana Steamship Conference--_--......-------- Eee ieiiingit sialon } @) 
Gulf/South and East African Conference Sak edeeeCnuaeTeEanee No.. (4 
Coil Uiaieee, Bane COOIPONIOG. «nok no ere seticeciccuscnscstuensane ¥ Gis weak 2) 
Hawaii/Orient Rate Agreement. ---..........---...----.---- . t POvaccasnan } (4), 
Hawaii Steamship Conference_- 330 SN sn sccncnanl Ce 
Havana Steamship IN cit ne ahidia dunitewnniine Genelia a No. 
Havana/U.S. Atlantic and Gulf Rate Agreement do eet Do. 
Hong Pon Pan: ima Freight Conference (2) = (2). 
India, Pakistan, Ceylon and Burma Outward Freight Conferenc e. No... (4). 
Japan-Atlantic and Gulf Freight Conference. ____.__....._.-.---- eis se | No 
Japan/Puerto Rico and Virgin Islands Freight Conference-- (1) | Do. 
Java-New York Rate Agreement FD os Yes. 
Java-Pacific Rate Agreement = Fee Do. 
Marseilles/North Atlantie U.S.A. Freight Conference (3) (3) 
Mediterranean American Great Lakes Westbound Freight Conference (2) 2), 
Mediterranean/ North Pacific Coast Freight Conference (‘) Fee. 
Mid-Brazil/United States-Canada Freight Conference (3 Oo. 
Middle East Mediterranean Westbound Freight Conference No ( 
New York Committee of Inward Far East Lines (*) (*) 
New York Freight Bureau (Hong Kong ( F No 
New York Freight Bureau (Shanghai) (1) Do. 
North Atlantic Baltic Freight Conference No.. (*). 
North Atlantic Continental Freight Conference do 0), 
North Atlantie French Atlantic Freight Conference do (*), 
North Atlantic Israel Freight Conference - ..do ‘ No 
North Atlantic Mediterranean Freight Conference ana ( 


See footnotes at end of table. 
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List of steamship conferences furnishing tariffs—Continued 





| From United | 





North 
North Atlantic Spanish Conference--_- 


North Atlantic Westbound F reight 
North 
Norway North Atlantic Conference __-. 


Pacific Coast-Alaska Freight Conference 
Pacific 
Pacific 
Pacific 
Pacific 
Pacific Coast European Conference--_-- 
Pacific 
Pacific 
Pacific Coast-Puerto Rican Conference, 
Pacific 
Pacific 
Pacific 
Pacific/Straits Conference 
Pacific Westbound Conference 


Coast/C 


Lumber C 


Persian Gulf Outward Freight Conference, 
Red Sea & Gulf of Aden/U 
River Plate and Brazil Conference 


Agreement. 
Siam/New York Conference-_------ 


South Atlantic Steamship Conference. --_-.- 





Straits/New York Conference __-.-_- 
Straits/Pacific Conference | -_-- 
Swiss/North Atlantic Freight C ‘onference... 


Trans-Pacific Freight Conference (Hong Kong) 
Trans-Pacific Freight Conference of Japan 


U.S. 
United States 


U.S 
United States 


Conference. 
U.S.A./South Africa Conference 
ference. 
West Coast of India and Pakistan/U 


ference. 











Conference To United 
| States States 
Atlantic Portuguese Freight Conference. -...-.....-.......-.-.-- ae OO gas | (2). 
aged Ale Ee, Aah eS Fee... a SX 
North Atlantic United Kingdom Freight C MIMI oS ieee cde | No.. sant een 
SS EE Oe aaa i reat 2S 
Brazil/United States-Canada Freight Conference---..........------- Be: cose euaas Do. 
i aa pice id wink EO xo nena Do. 
Outward Continental North Pacific Freight Conference...----------_- Semdidl Mibe wawanwns Do. 
in aititebab bh mands Sashsuédnanbbesescuweacunet (i) cabmseeedl (*). 
Coast-Alaska Rate Agreement....................... pestab dame bicbcnion BO capccnne | Yes, 
A | ee ee es ato | Fee. 
aribbean Sea Ports Conference.....__-.-- i ears oie ..do } (1), 
Coast Eastbound United Kingdom Conference Association Be eG dete hk ateaeas Es 
einitiioke did ntik de Maite aa ean niaankole We Sec (), 
Coastinvextoo Freight Conterenos. .....-~ .cccnnssccnccescuusene cco. G0.é-. (1), 
Coast/Panama Canal Freight Conference---...............-...- ine | } (1), 
Se ee EE & 
Coast River Plate Brazil Conference.............-..........-...- ani aae do at 4h. 
Indonesian Conference Fn ataiaaaieienie pha hicieoes ii wssahbe gaia i. ees i (1), 
arriers’ Association......-.-- TREE ERS EEE DO stein coet cM Shale (), 
PLbAebantendudetheds Cxiinmabhne caenweres iaieuenel Ss mdaaat Ch 
a ne Stills dancat ae 
Pacific/West Coast of South America Conference....-.--..-....-----.-- aioe insane gs cee (), 
I cr re tala ta ete eel Ce ns Mes (4), 
.S. Atlantic & Gulf Freight C ‘onference_.-_--- me SL Vel) <cetaasaabte No. 
oa eldenciadhl ated bomastta Sit ta titieadcn eealediadibiaidadaccinees dail ING cnneenn i (4), 
River Plate-United States-Canada F reight Conference _..-------------- cas Thu eonemicee No. 
River Plate and Brazil/United States Reefer Conference.__..........-- gh Olan ccee Do. 
Scandinavian and Baltic/USA South Atlantic and Gulf Westbound Rate Deacon ae Do. 
PRIN) PCT COON a sins oon vnw ce nacavesecnnchesedncdemsncassuccass a Do. 
Rus kiceaite ain hie anereds his teneiaaeaealo decades ON a Do. 
een UR to, ON ne cc ccscccanassocdeseccemenckonacenc’ fees Do. 
Sid dedddendoaduudmsiveshmedanaasen i es =" (0), 
Spain-Portugal North Atlantic Range Conference---_...........-.----------- DROP ac eis silane Yes. 
Spanish/United States North Atlantic Ports Olive Conference.............-- OTs pment (4), 
ics Pearle eek ac ccatanian asec atid davahiacho tie | ee 
hati is dials: niaaidineiiirs ddcaeetitetcedidbasamennin Sees Fe 
Siliesbast ices RimaGh a seca oneal M) oc cdurnucdcal SOs 
Trans-Atlantic Freight Conference (New Y ork)... Se RT ate ee No P Do. 
ree beatae a Do. 
St coh as dan Saas a do s (1), 
Trans-Pacific Freight Conference of North China_.__.._._...-.--_.--2-- a“ () No. 
United Kingdom/United States Pacific Freight Associ ation. alae (1) Do. 
United States Atlantic and Gulf-Haiti Conference_ | Fee... Do. 
Atlantic and Gulf Ports-Jamaica (B.W.I.) Steamship Conference. ___-- i a AR ial Do. 
Atlantic and Gulf-Puerto Rico Conference.._........-_- us Fee. 
United States Atlantic & Gulf Santo Domingo Conference............_-.__-- wv ae Do. 
. Atlantic & Gulf/Australia-New Zealand Conference. __.-........-.__-- | No | No. 
United States Atlantic & Gulf-Bermuda Freight Conference._._______- DE ie cack ee Do. 
Atlantic & Gulf-Venezuela & Netherlands Antilles |.....do___- Do. 
Yes... | Do. 
United States Great Lakes-Bordeaux Hamburg Range Westbound Con- | ) a .| @. 
U.S. Great Lakes Scandinavian and ee Eastbound Conference-.-_--- Peace (4), 
Conference oe - No 
West Coast of Italy, Sicilian and A dsiatic Ports/North Atlantic Range Con- DOE oa ---| Fee 
| 
West Coast South America/North Pacific Coast Conference.._....._....._- Pea (1), 
West Coast of South America Northbound Conference. ..-.--- eos | No. 








1 No jurisdiction. 

2 No response. 

3 No tariff. 

4 No tariff letter quotation. 
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WEDNESDAY, JULY 15, 1959 


House oF REPRESENTATIVES, 
SpectiAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 


OF THE COMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D.C. 


The subcommittee met at 10 a.m., pursuant to adjournment, in 
room 219, Old House Office Building, Hon. Herbert C. Bonner (chair- 
man) presiding. 

Present: Representatives Bonner, Garmatz, Zelenko, Anfuso, 
Downing, Johnson, Tollefson, Ray, Mailliard, and Glenn. 

Present also: Representative Miller. 

Staff members present: John M. Drewry, chief counsel, Bernard 
J. Zincke and Robert H. Cowen, counsel, and William B. Ww infield, 
chief clerk. 

The CuHarrman. The committee will come to order. 

The witness this morning is Mr. Pasch, chairman of the Associ- 
ated Latin American Freight Conferences. 

Mr. Pasch, you were before the committee on May 6, and there 
were certain questions that the staff and members of the committee 
did not have an opportunity to ask at that time. 

You may be seated, sir. 


STATEMENT OF A. J. PASCH, CHAIRMAN, ASSOCIATED LATIN 
AMERICAN FREIGHT CONFERENCES 


The Cuarrman. Mr. Ray, do you have any questions? 

Mr. Ray. I had the opportunity when Mr. Pasch was here before. 
The Cuarrman. Mr. Johnson? 

Mr. Jounson. I have no questions. 

The Cuarrman. Mr. Glenn? 


Mr. Guienn. I have no questions. 
Mr. Pascn. Mr. Chairman, if I may interrupt for a moment, dur- 


ing my earlier appearance, I had undertaken to conduct an investi- 
gation with regard to a fertilizer situation and I would like to report 
on that, with your permission, to complete the record. 

Mr. Winfield was good enough to delay the printing of the record 
to give me an opportunity to do this. 

When I appeared before your committee on May 6, 1959, in Wash- 
ington, there was some discussion about a complaint made by a 
fertilizer shipper regarding conference action increasing fertilizer 
rates. The shipper concerned complained first that conference tariffs 
were not available, second that there was a general lack of informa- 
tion on projected rate adjustments, third that conference rates were 
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too high, and fourth that dual rate system did not permit a shipper 
the flexibility which he required. 

The Cuarrman. Who was this witness you are speaking about? 

Mr. Pascu. Mr. Peabody of Smith-Douglass. 

The Cuatrman. All right. 

Mr. Pascu. As I have explained to the committee, all our outward 
tariffs are available to the shipping public for a modest fee of $8, 
which includes all changes in any given tariff during the life of the 
issue. The effect of this service is that any shipper not only may get 
the complete tariff of rates to any or all of our areas but also may get 
notice of any proposed increase of rates at least 60 days in advance. 
Insofar as rate reductions are concerned, they are generally put into 
effect very promptly after a decision is reached and the tariff correc- 
tion is mailed out to the tariff subscribers immediately so as to reach 
them pr ior to the effective date of the change. 

The particular shipper concerned has not chosen to subscribe to 
any of our tariffs. Apparently the modest fee has stood between him 
and the knowledge he feels he should have. 

Information as to any proposed general increase in rates as con- 
trasted with any reductions is also forwarded to all, and I emphasize 
all, contract shippers whether or not they are tariff subscribers. 

Again, such notice invites contract shippers to subscribe to the tariff 
or, if he chooses not to do so, to ask any of our member lines or the 
conference office about any particular rate in which such shipper is 
interested. 

The particular shipper concerned has not chosen to sign conference 
contracts with any of our conferences. 

Quite frankly, we feel that this complaint about getting informa- 
tion on tariffs can hardly be considered seriously and certainly not as 
applicable to our group. 

It would appear from his testimony that the shipper concerned 
also feels that the increase in conference rates in May 1957 to the west 
coast of South America prejudiced his position in the fertilizer export 
market and that the conference was slow to correct this situation. 
There was an exchange of correspondence with the shipper concerned 
with respect to the increase in rate on fertilizers, an increase, by the 
way, which was part of a general tariff increase. Concurrent with 
exchanges with this particular shipper, there were also exchanges 
with other interested fertilizer concerns, both exporters in the United 
States and importers in Latin America, and with our conference sub- 
committees in Peru and Chile. The position of the conference during 
this exchange was simply that the increase in rate was sorely needed 
in the light of increased vessel operating and cargo handling costs. 
However, the conference let it be known that, if a reduction in rate 
or a restoration of the old rates was imperative on any given items 
for competitive reasons, such action would necessarily follow but be- 
fore such action was taken very convincing evidence must be put for- 
ward by interested shippers and receivers. 

The particular shipper concerned made his first request for rate 
reduction in 1957. In 1958 a general reduction in fertilizer rates to 
the west coast of South America was agreed to by the conference 
members. However, even before the general reduction there were 
several interim reductions during this same period. For example, an 
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emergency rate of $17 was in effect to Buenaventura, Colombia, during 
April and May 1957. From May 26, 1958, to September 30, 1958, a 
reduced rate of $18 was in effect for minimum lots of. 250 tons to 
Guayaquil, Ecuador, and this minimum requirement was further 
reduced to 100 tons in October. Also during the latter part of 1957 
and the early part of 1958, emergency rates on specific fertilizers in- 
cluding ammonium sulphate to Peru, ammonium phosphate to Bue- 
naventura, potash muriate to Peru, urea crystals to Ecuador and Peru, 
and superphosphate and triple superphosphate to Chile were all 
adopted on a reduced rate basis to help American exporters remain 
competitive. 

But that is not the whole story. Recently there was an invitation 
to bid on 10,000 tons of ammonium sulphate for Peru. Our rate 
had been cut back to the figure in effect in 1957, $18 a ton. We were 
told that this would not do the job so we authorized our carriers to 
quote $14 per gross ton equivale ai to $12.60 per net ton and, based upon 
subsequent developments, a further reduction to $12 per gross ton, 
which is $10.80 per net ton, was agreed upon in a desperate effort 
to assist suppliers in the United States to secure this business. Obvi- 
ously, these quotations were noncompensatory,. However, we were 
advised that this business was awarded se German producers at a 
landed cost in Peru of Approximately $42.50 per ton. Inquiry of 
a prominent American chemical firm at in fertilizer manufac- 
ture and distribution indicated that ammonium sulphate sells in the 
domestic market for something in the neighborhood of $35 to $40 per 
ton. Hence, there was prac tically no margin whatsover between the 
sales price and the delivered quotation in Peru to take care of profit 
to the exporter, freight and other expenses. This same firm advised 
us that a recent survey of the fertilizer market in Central America 
indicates that West German firms are dumping ammonium sulphate 
at. such ridiculously low prices that they consider themselves and 
other American exporters entirely out of the market. They do not 
attribute this to unreasonably high freight rates from the United 
States but to the much lower f.a.s. and f.o.b. costs at which German 
producers are selling. The willingness of low-cost tramp operators 
to carry these basic cargoes at rates of freight which to us are ob- 
viously, noncompensatory aggravates, but does not create, the problem. 

In this connection, we mentioned during our previous appearance 
before the committee the avail: ibility of ore carriers operating from 
Peru to Northern Europe for the handling of large lots of fe rtilizers 
back to Peru from Germany. 

Our further inv estigation of this situation as requested by Mr. Ray 
confirms our previous testimony. The so-called San Juan operations 
in Peru are closely associated with the Marcona Mining Co. of Nevada 
and the Utah Construction Co., who act as agents for Marcona 
Mining Co., although Marcona Mining Co. themselves are alleged 
not to be a controlled affiliate of Utah Construction Co. While we 
are not in a position to advise the committee of the corporate or finan- 
cial relationships between Utah Construction Co., Marcona Mining 
Co., which is said to be controlled by Cypress Mines Corp. and 
Utah Construction Co., Compania San Juan and San Juan Carriers, 
Ltd., it is our understanding that San Juan Carriers, Ltd., owns 
several ships of Liberian registry and also charters additional foreign 
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flag ships to carry iron ore produced by San Juan and/or Marcona 
Mining and that these same ships have been available to Peru and 
exporters of fertilizers on their return voyages to Peru. 

We have already reported to you our understanding that recently 
one of these vessels handled a cargo on its return voyage to Peru at 
something in the neighborhood of $5.50 fio, “FIO” meaning free in 
and out to the vessel. A rate as low as this simply acts as a contribu- 
tion to the cost of returning the vessel for another load of ore for 
Europe. 

While it has been our endeavor and while we shall continue to do 
our utmost to keep American exporters competitive, the committee 
will, I am sure, appreciate that we are not in position to make up 
every competitive disadvantage suffered by American producers faced 
with dumping or underselling by European firms. 

The CHarrman. At one place in your statement you speak of 
changes in rate and immediate notice of the change. How far in 
advance do you give that notice ? 

Mr. Pascu. So fas as increases are concerned, Mr. Chairman, we 
are obligated by the terms of our conference contracts to give 60 
day’s advance notice. So far as reductions are concerned, generally 
the applicant for reduction tries to persuade us that it 1s needed 
promptly, that he has a problem which is now present and he wants it 
met. We try to make those and we do in fact make those changes 
involving reductions effective within 2 or 3 days after the decision 
has been reached. 

The CuarrMan,. Are there any questions by the staff? 

Mr. Zincxke. Mr. Pasch, in your statement you referred to the neces- 
sity for convincing evidence by shippers and receivers of the unreason- 
ableness of the rate. Is it your position that unless the shipper or 
receiver sustains the burden of proof that you are not going to make 
any change? Is that correct? 

Mr. Pascu. No. Mr. Zincke, that is not correct, and I do not think 
that I said that the burden is upon the shipper to persuade us that 
our rate is unreasonable. 

Mr. Zinckr. You talked about convincing evidence by shippers and 
receivers, 

Mr. Pascn. I do say that it is the initial obligation of the shipper 
to come to us and persuade us by the advancing of good reason that, 
whether or not our existing rate is on a reason: able basis, it should be 
further reduced in the interest of helping him maintain his position 
in the market. 

Mr. Zincxe. You say he has the duty of persuading you. You make 
no independent investigation of the reasonableness of your rates at 
any time, is that correct ? 

Mr. Pascu. No; that is not correct. We depend upon the exporter 
initially for the reason that he is the first fellow to become aware of 
the need for any reduction in rate. He is the man that is selling 
his merchandise. If he runs into difficulty he is put on notice by his 
prospective purchaser that he is not disposed to buy from him for 
thus and such reasons. He thus is the first man to know what the 
difficulty is. We, naturally, look to him to come and tell us about it. 
Once we have listened to his story we do conduct our own investiga- 
tions as indicated in what I have just had to say about fertilizer. 
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I can give you further indications of that which I would like to 
do before I leave the stand which would be in direct response to a 
statement made here yesterday by Mr. Romberg. I am not going to 
bore you with a lot of detail but, boiling that situation down, Mr. 
Romberg himself telephoned me several weeks ago and said that he 
was going to have a meeting of his committee and could I arrange to 
go up town to join them for a discussion. Our course, I told him 
would be glad to do so. 

Unfortunately, in the interim, conditions arose in Cuba that re- 
quired my presence there. I asked my assistant, Mr. Marshall, to 
substitute for me, which he did. I telephoned Mr, Romberg and 
told him about the substitution which was agreeable to him. A very 
full discussion was had with regarde to the problem. 

Mr. Marshall processed that problem, investigated the situation 
completely not only in this country but at the place of destination, 
and I would like to read to you, not necessarily for the record but 
just as an indication of what is done, the contents of Mr. Marshall’s 
reply to Mr. Romberg. 

May I doso? 

Mr. ZincKE. Yes. 

Mr. Pascu. This letter is dated May 15, 1959, addressed to Mr. 
Romberg as chairman of the Traffic Department of the E.1.A., Inter- 
national | Department, Philco International Corp. 


DeaR Mr. RomBerG: Thank you very much for your letter of May 13, 1959, 
summarizing the information given us at the time of our very pleasant meeting 
with you and the members of your committee. We very much appreciated the 
opportunity of hearing firsthand the problems confronting your industry with 
respect to market of televisions and radio sets and parts in Peru. 

This information given us and confirmed in your letter was submitted very 
promptly to the members of the Atlantic & Gulf/West Coast of South America 
Conference. We also cabled our subcommittee in Lima requesting that they 
investigate fully the situation surrounding the marketing of television and radio 
sets of U.S. origin and favor us with a cable reply. 

This reply reached us yesterday morning and was conveyed to our members 
at a conference meeting. The gist of our subcommittee’s report based on their 
contact with reliable U.S. manufacturers’ representatives is that, with respect 
to radios,-a rate reduction from the U.S. Atlantic to the west coast of South 
America would have little or no effect on the market situation in Peru primarily 
because the limited number of models of radio sets offered by U.S. manufac turer rs 
cannot compete with sets of European and, more recently, Japanese manufacturers 
who offer long, medium, and shortwave combinations asked for by consumers 

With respect to television sets, our subcommittee advises that the principal 
competition is Phillips who sell at even higher prices than sets of U.S. manu- 
facture, but spend tremendous amounts of money on advertising and give long- 
term installment buying facilities to purchasers. Sales of other European and 
Japanese sets are limited up to the present, but can be expected to increase 
if, as, and when the public is convinced of their quality. 

It is the feeling of our subcommittee that freight reductions can be of little 
or no assistance in meeting Japanese competition since Japanese costs are so 
much lower, but that a rate cut might help somewhat in meeting European 
competition. 

Our members, at yesterday’s meeting, very carefully considered this whole 
matter and felt that they could not agree to the drastic reduction requested by 
you. They did agree, however, to a more moderate reduction in the hope that 
this effort on the part of the carriers would be of some assistance to U.S. manu- 
facturers in marketing their product in Peru and the other countries on the 
west coast of South America. 


The measure of that reduction, gentlemen, was $10 per ton, which 
to us is very substantial. 
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Mr. Zrncxe. Mr. Pasch, the rate subcommittee of your conference 
is composed of steamship men ? 

Mr. Pascu. Yes; they are composed of the executive representatives 
of the member lines at Peru. 

Mr. Zincke. They are experienced in the steamship business? 

Mr. Pascu. Yes; indeed, they are. 

Mr. Zincke. Are they experienced in market analysis with respect 
to the distribution of electronic equipment ? 

Mr. Pascu. They are not sufficiently experienced of their own ac- 
tivity to give us an opinion. Therefore, we requested them to contact 
the representatives on the spot of U.S. manufacturers to find out what 
their views would be, and their report consisted of a composite of 
those views expressed by the selling representatives of the U.S. manu- 
facturers. 

Mr. ZinckKe. It consisted of an analysis of those views; did it not? 

Mr. Pascu. It consisted of, I think, a factual and fair analysis of 
those views after having listened to the statements made by the men 
who were on the ground and engaged in the selling of these products. 

Mr. Zincxe. And Mr. Romberg represents the exporters and man- 
ufacturers of those products, does he not ? 

Mr. Pascu. He does. 

Mr. Zincxe. Do you not feel that his view is certainly entitled to 
as much weight as that of the representatives or the dealers in South 
America? 

Mr. Pascu. I am inclined to think that the view of the dealer in 
South America, who is the man engaged in marketing the product, 
is superior to the view expressed by Mr. “Romber g. 

Mr. ZincKke. Who is your customer, the shipper. 

Mr. Pascur. If Mr. Rombe1 ‘g is having difficulty he is made aware 
of that by the fact that his repr resentative at the point of destination 
has experienced difficulty and he has told Mr. Romberg about it, so, 
in effect, when Mr. Romberg comes to us he is explaining the views 
expresse .d to him by his selling representative. 

Mr. Zixcxe. And you do not feel that his views or his evaluation 
of the situation in South America as a seller of that equipment is as 
good as your steamship carriers’ evaluation of the marketing situation 
there ? 

Mr. Pasou. I would prefer to put it this way, Mr. Zincke. I think 
that when Mr. Romberg comes to us he is giving us a composite of 
his own views and those of his selling repres sentative. Obviously, to 

us, if his selling representative did not present some kind of a com- 
plaint or some kind of a reason for failure or inability to market those 
products, Mr. Romberg would have no occasion to come to us. He 
is prompted to do so by word that he receives from his selling repre- 
sentatives, so that when he talks to us he is indicating not only his 
view but his own view as made more realistic by advice that he has 
from his people at destination. 

Mr. Zrncxe. And by his evaluation of the people at destination, 
based on his experience in the sale and shipment of electronic 
equipment ? 

Mr. Pascu. I think that is acceptable. 

Mr. Zrnoxe. And you said that your steamship experts are more 
expert in such an evaluation than he is? 
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Mr. Pascu. I think that is a wrong conclusion. I did not draw 
that. conclusion. 

The Carman. Did you not say that your conclusions were based 
on a survey made of the distributors of the product in the area? 

Mr. Pascu. That is true, Mr. Chairman. 

Now, I do not mean to say that we have any lack of respect for 
the views expressed by Mr. Romberg. That is his view as a pro- 
ducer and a seller in the foreign markets. But we are not content 
to leave it at that. We want the whole story, and we made the effort 
and took the time to develop it. 

Mr. Zincke. Mr. Pasch, you stated that you made no effort to check 
competitive rates or costs or the reasonableness of your freight rates 
unless and until some shipper complained about them. Is that a 
fair statement ? 

Mr. Pason. I did not say that, Mr. Zincke. You are suggesting 
that that is our procedure, and that is apart from the fact 

Mr. Zrxcxr. Well, what is the fact? What effort do you make to 
check your costs with respect to the handling of a particular item? 

Mr. Pascu. Are you talking now about our costs or competitive 
rates? 

Mr. Zincke. Both. Either. What effort do you make to check 
either one of them ? 

Mr. Pascu. We maintain a running knowledge of our costs. 

Mr. Zincxe. And do you adjust your rates with respect to that? 

Mr. Pascu. Where necessary, of course, we do. 

Mr. Zincke. Downward or solely upward ? 

Mr. Pascu. Downward as well as upward. 

Mr. Zincke. And what effort do you make to check competitive 

costs ? 

Mr. Pascu. We make very determined efforts todoso. Asa matter 
of fact, we exchange tariffs with certain of our foreign competitors. 
That practice originated during the war for good reason, and, based 
on representations which were made postwar, agreement was reached 
by which we send our tariffs to our opposites in certain parts of 
Europe and we receive their tariffs. Therefore, we are aware from 
day to day as to what competitive rates are applicable from Europe 
as well as the Far East. They are also aware of ours excepting to the 
extent that each of us may make an adjustment, and then we each learn 
of it in due course. 

Mr. Zincke. You commented on the fact that a $10 a ton reduction 
was a fairly large reduction. 

Mr. Pascn. I call it a very substantial reduction. 

Mr. Zrncxe. In your original statement you referred to reductions 
made on moving picture tubes from $80 a ton to $56 a ton, on milk 
sugar from $62 to $48.80 per ton, on water injection fluid from $90 
to $33 per ton, and on shower receptors from $90 to $33 per ton. 

In each of those cases they were based on applications by shippers; 
were they not? 

Mr. Pascn. In each of those cases, Mr. Zincke, examination of the 
tariff will show that those items were not specifically provided by 

name. Therefore, in accordance with common practice, the only rate 
that could be applic: ible as per tariff was the cargo n.o.s. rate. When 
we established rates on those articles we were doing so for the first 
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time. It cannot fairly be said that we were reducing a rate thereto- 
fore applicable of $90 down to $33; we were initiating a rate. The 
cargo n.o.s. rate as you probably know is a catchall rate that applies 
to every thing not specifically named in the tariff. 

Mr. Zrncke. You do not remove anything from the cargo n.o.s. rate 
except by application of a particular shipper? 

Mr. Pascu. There would be no reason for us to do so unless some 
shipper indicated for the first time that he wanted to ship a new 
product. 

Mr. Zrncke. Were all of these necessarily new products? 

Mr. Pascu. Yes; they were, so far as that particular trade was 
concerned. 

Mr. ZINCKE (reading) : 

Moving picture tubes: Letter received by conference office from Phoenix Ship- 
ping Co., Inc., requesting reduction in rate on moving pictures tubes from $80 
weight measure to $56 weight measure. 

There is no indication in your statement that this was a change in 
category from cargo n.o.s. to specifically named cargo. Was it a » fact 
that it was such ? 

Mr. Pascu. It was in this respect. Let me explain it this way. 

There is a general tariff provision that parts of an article shall take 
the same rate as the article itself unless the part is specifically named 
in the tariff. Television tubes had not theretofore been specially 
named. When they went separately they went as part of the unit and 
took the unit rate. For the first time we were made aware of the 
fact that television picture tubes represented an item transportation- 
wise which was different than the complete unit. 

We gave sympathetic attention to it and established for the first 
time a proper rate for tubes. 

Mr. Zincxe. And the same thing is true of sugar or milk? 

Mr. Pascn. I believe so. 

Mr. Zincke. That had been classified as a n.o.s., and as a result 
of the application was put in the specific tariff cl assification ? 

Mr. Pascu. As an initial rate by name. 

Mr. Zinckr. And thesame thing was true of water injection fluid ? 

Mr. Pascn. I believe so. 

Mr. Zincxe. You are familiar with the correspondence with the 
Everson Manufacturing Co. of Denver, Colo., with respect to agri- 
cultural leveling machinery. 

Mr. Pascu. That is true. 

Mr. Zinckr. Would you very briefly describe that situation, please ? 

Mr. Pascu. Would you be good enough to indicate to me what about 
it you would like to know ? 

Mr. Zincke. Is it a fact that in 1953 you classified their ground- 
leveling equipment as agricultural equipment, taking the agricultural 
equipment rate? 

r Mr. Pascu. In 1953, that material was classified in the agricultural 
ist. 

Mr. Zrxcxr. And carried at what presently would be a $31 weight 
measurement rate ? 

_ Mr. Pascn. Whatever the tariff reflects. I do not have the rate 
in my mind. 


agers. 
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Mr. Zincxe. Sometime in 1955, you reclassified it as roadbuilding 
equipment carrying a $47-a-ton rate. 

Mr. Pascu. No; that is incorrect. 

Mr. Zincket. What is the correct situation, if you please ? 

Mr. Pascn. The correct situation is that in 1955 it was discovered 
that a mistake had been made by including that item in the agricul- 
tural list in the first instance. 

Mr. Zincke. What was the mistake ? 

Mr. Pascu. In 1955 it was removed from the agricultural list. 

Mr. Zincke. What was the mistake ? 

Mr. Pascu. The mistake made was including these units which 
are soil levelers and soil movers in the agricultural list. Now, it has 
always been part of our policy with regard to agricultural imple- 
ments to adopt comparatively low rates on them, which we regard 
as part of our contribution to the economy of these several countries. 

We do it deliberately. We try to confine those comparatively low 
rates to articles which are of a tillage and harvesting character. We 
try to keep out of that list any extraneous material even though it 
‘an be used on a farm because in many instances—in most instances, 
as a matter of fact—those articles can be used elsewhere; for example, 
roadbuilding. We have roadbuilding equipment in our tariff at a 
different rate. 

Now, based on a recent exchange with the Everson Manufacturing 
Co., during which they guaranteed to us that these soil levelers that 
they are particularly interested in are exclusively for use on farms 
and will not nor can they be used otherwise, we have restored them 
to the agricultural list. 

Mr. Zincke. I take it that you carry agricultural machinery at a 
noncompensatory rate ? 

Mr. Pascu. You have no right to take any such thing, Mr. Zincke 
I did not say that. 

Mr. Zrncke. Is it a compensatory rate, Mr. Pasch? 

Mr. Pascn. Excuse me. I said we make comparatively low rates. 

Mr. Zrincxe. Is it a compensatory rate? 

Mr. Pascn. Yes, it is. 

Mr. Zincxke. $31 a ton weight measurement is a compensatory rate 
and you charged $47 for it? 

Mr. Pascn. An agricultural implement. 

Mr. Zincke. Yes. 

Mr. Pascn. I cannot describe it as a noncompensatory rate. 
Whether it is fully compensatory with regard to other similar cargo 
is another question. 

Mr. Zincke. In the case of a reclassification of an item of this kind, 
do you give any notice to your shipper? 

Mr. Pascu. Yes, indeed. 

Mr. Jounson. Will the counsel yield? 

Mr. Zrncxe. Yes, sir. 

Mr. Jonnson. In the rate controversy, in your opinion, how prac- 
tical would it be to have an arbitration clause in the contract? 

Mr. Pascn. In my opinion, Mr. Johnson, it would be wholly im- 
practical. Let me try to explain why. 

Here we have these conference organizations which are staffed by 
people who have spent their lives at rate construction. There would 
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be about 3 or 4 or perhaps a half dozen instances out of perhaps 
experiences with 10,000 exporters which give rise to questions. 

Let us take this one as an exmple. Let us assume that we had failed 
to give Mr. Everson Manufacturing Co. the kind of treatment that he 
thinks he requires. We have not failed. We have resolved that 
question in full satisfaction. The Everson Manufacturing Co. today 
have what they want—what they asked for. Let us assume that that 
was not the case. Let us assume that we had been purely arbitrary 
about it and this arbitration procedure had been established and Ever- 
son asked for arbitration. Now, let us be practical and realisic about it. 

We would have the right to name an arbitrator. Naturally, we 
would reach out for a man skilled in transportation who understood 
our problems. Everson Manufacturing Co. would naturally reach out 
for a man of his choice whether or not he is a transportation expert 
in the hope that the man would influence a decision in his favor. 
Those two fellows would get together and choose an umpire. The 
umpire may or may not be a skilled transportation man. Out of 
any such procedure as that I cannot conceive of a decision coming 
which will be fair to either of us because I do not believe that people 
chosen to sit on those arbitration boards are going to be sufficiently 
skilled to give proper consideration to the facts. I do not believe it 
can hope to work. We can get a decision and each of us will have 
to live with it if that is what we commit ourselves to, but I cannot 
look forward to any fair decision coming about as a result of con- 
sideration being given to the problem by skilled transportation people. 

Mr. Jonson. Have you ever resolved any of these controversies 
through arbitration, to your knowledge? 

Mr. Pascn. There have been transportation questions, many of 
them, they are regularly submitted to arbitration, but they are not of 
a ratemaking character. 

Mr. Jounson. That is all. Thank you. 

Mr. Zrncxe. Mr. Pasch, you have stated that you determined the 
application for reduction in electronic equipment on the basis of an 
analysis of the marketing situation in Peru, and you have stated that, 
as a matter of policy, you carry agricultural equipment at a reduced 
rate. 

Now neither of those considerations would require skilled trans- 
portation people to determine, would they ? 

Mr. Pascr. They most certainly would, Mr. Zincke. 

Mr. Zrncxe. A skilled transportation man knows about the market- 
ing situation ? 

Mr. Pascu. A skilled transportation man is required to have know]l- 
edge of the market conditions with which he is dealing. 

Mr. Zrnoxe. He is dealing with transportation, is he not? 

Mr. Pascu. Forgive me, please. I did not say that we carry agri- 
cultural implements at a reduced rate. 

Mr. Zincxe. At a low rate, if you please. 

Mr. Pascue. I said, as a matter of policy, we carry them at com- 


paratively low rates as our contribution to the economy of these 
countries. 
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Mr. Zincxe. That has nothing to do with a shipping problem, a 
transportation problem, does it’ 

Mr. Pascu. It has considerable to do with it. As we are able more 
and more to contribute to the economy of these countries, as their 
economy increases, they are able to buy more and different products 

than they are buying tod: ay, and our own stature increases. That is 
a matter of simple economics. 

Mr. Zrncke. You made the statement that you informed shippers of 
reclassifications of their cargo, did you not? 

Mr. Pascn. Yes, we do ‘wherever the reclassification results in a 
change in the rate. 

Mr. Zincke. So that the statement in the Everson Manufacturing 
Co. letter to you of June 22, 1959— 

We regret indeed that we have not been consulted when you reclassified 
our equipment. We regret that we were given no notice of the increase in 
freight rate. We regret to hear that you, without letting us know, instructed 
carriers to assess the rate of $47 against all movements of our company— 
that statement in the light of your statement is completely untrue, 
is it not? 

Mr. Pascu. That is a mistaken statement. 

Mr. Zinckr. Well, it is untrue? 

Mr. Pascu. You put your own label on it. I say it is a mistaken 
statement, 

Mr. Zincxe. Is it correct or not? 

Mr. Pascu. I have already characterized it in my language, Mr. 
Zincke. I say it is a mistake. We did notify that man as a contract 
holder. He may not have received it or it may have found itself in 
the wastebasket under the mistaken impression it was not. important. 
The notice was sent to him. We are not responsible either for the 

vagaries of the mails. We did what is expected of us. 

Mr. Zixcxe. Do you have a record of sending that notice, sir? 

Mr. Pasco. We certainly do. 

Mr. Zincke. Would you supply that for the record, please ? 

Mr. Pascu. We would be happy to. 

(The documents referred to follow :) 


ATLANTIC AND GULF/WEST Coast OF SoUTH AMERICA CONFERENCE 
Rate Advice No. 81 (Covers Corrections 769/802) 
To subscribers: Please amend freight tariff No. 8A-6 as follows: 


Rules and regulations 
# Item8. Minimum charge. 
Minimum charge on any one bill of lading will be as follows: 





Ordinary Refrigerator 
stowage | stowage 


"TO GUNG TD TND io ccd dcincan dace ccunacn euneua eatin Sia I ee eee $15 $22. 50 
rr I eo ee eee eae pameene 18 27. 50 
Effective Feb. 1, 1955. 
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Commodity rates 








Group 1 


| 
‘ ; ; 

Ref Commodity Per ton 
| Contract 
| 


| 
¢@ | Item 50 (p. 10): | 
| Agricultural implements or machinery, viz: 
| Levelers and removers, soil, not powered_.............-- Scientia a a 
| Effective Jan. 31, 1955. 


tT Thinners, cotton OF bes. <.cccccicccieccdccus Pe ebenaa” 7 - si = 
Effective Nov. 30, 1954. 
Item 80 (p. 11): 
# | Asphalt, asphaltum or asphalt flux (not paint, stain, varnish | 
| CE OED oc icncatcabaccncimdxsaveaakt watt We aie |W 21 18 


| Effective Jan. 1, 1955. 

Item 85 (p. 11-A): | 
| Automobiles, viz.: 
Freight and passenger, S.U. or K.D., not identified | 





| elsewhere in this item | 
To Buenaventura only, effective Jan. 1, 1955; expires | | 

repro Bod |we | us) 1 

sie i Ii i ain tal la eal Da IE ani (Unboxed -| W/M 21 | 18 


All other rates in this item are extended to Feb. 28, 1955. 
¢t | Item 93 (p. 12): 
Balls, grinding, iron or steel, not stainless steel. ..........__- Ww 22 | 19 
Effective Nov, 24, 1954. 

Item 108 (p. 12): | | 
# Blocks, glass. This emergency rate to Buenaventura is 
| 





scheduled to expire Dec. 31, 1954. Normal class rates 
apply effective Jan. 1, 1955. | 
| Itern 140 (p. 13): | 
# | Canned goods, in metal cans, earthenware or glass (caption | 
change only). | 
Effective Nov. 30, 1954. | | | 
Item 165 (p. 13): | 
Cement, viz., | 
$ Building, natural or portland, in barrels, cloth bags, 
paper bags or cartons (see notes)........--....-...---- W 20 | 17 
Effective Jan. 1, 1955. | | | 








ATLANTIC AND GULF/WEST CoAST OF SouUTH AMERICA CONFERENCE, 
New York, N.Y., January 24, 1955. 
To contract shippers: 

As you are doubtlessly aware, our present rates of freight were established 
in 1952 and with the exception of minor changes based on individual tariff 
conditions, these rates have remained constant since that time. 

Due to a steady accumulation of increases in the cost of furnishing trans- 
portation service during the past 3 years, we find it necessary to ask you to 
accept, in accordance with clause 3 of your freighting agreement, a moderate 
advance in freight rates to become effective April 4, 1955. It will be possible 
for you to obtain firm quotations from individual carriers for movement to go 
forward on and after that date. 

We sincerely regret the conditions that make this action necessary but are 
confident that by virtue of your knowledge of these matters, you will appre- 
ciate that increased revenue must be generated to offset in some measure the 
increased costs of operations. 

In appreciation of the problems of the trade and the severe competition 
existent in the export field today, we have exerted every effort to avoid a blanket 
increase in rates. You may rest assured that each commodity has been given 
individual study in an endeavor to protect your present market and we trust 
that these adjustments will not be detrimental to your interests. 

A new tariff is now in course of preparation and will shortly be available 
at a subscription price of $5 per copy. 

A. J. Pascu, Chairman. 
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ATLANTIC AND GULF/WEST CoAstT OF SouTH AMERICA CONFERENCE, 
New York, N.Y., April 19, 1955. 
EVERSMAN MANUFACTURING Co. 
Denver, Colo. 
(Attention: Mr. F. L. Bligh). 

GENTLEMEN: Acknowledging your letter of April 12. 

If we correctly understand that it refers specifically to your soil levelers 
and removers, the advice furnished to you by your forwarder is correct in 
that on November 30 it was decided, in order to eliminate a tariff discrimination 
and conflict, that this implement should take the same rate as other types of 
graders and levelers and similar implements regardless of where or how used 
and the rates applicable to the latter, as mentioned by you, were made effective 
January 31, 1955. 

Since that time you have undoubtedly received our notice to contract shippers 
of January 24, 1955, a copy of which is enclosed, and for the reasons stated 
therein, we have reluctantly found it necessary to increase the contract rates 
to group 1 ports to $37 W/M boxed and $41 W/M unboxed, effective April 4, 
1955. 

As also stated in our notice, conference tariffs are made available to the trade 
at a subscription price of $5 per copy, which includes supplemental matter, so 
that through this medium, shippers may keep themselves currently informed 
of rate changes. 

Very truly yours, 
, Chairman. 

The CuarrmMan. Let me ask in what manner did you send the notice? 

Mr. Pascu. Mr. Bonner, we have a mailing list which is all embrac- 
ing so far as contract holders are concerned. Whenever we increase 
a rate, automatically that entire mailing list is advised as to what is 
coming, with an advance notice of 60 ‘days. Now there is another 
mailing list which is confined to subscribers to the tariff. They get 
every change whether or not it is an increase and, in addition, every 
contract holder is urged or at least invited to subscribe to our tariff 
so that he can keep himself posted all the time. Many of them do 
that. Some of them elect not to do that, so that those that do not 
subscribe to the tariff are not kept abreast day by day of every change 
but every contract holder, where an increase is involved, is notified. 

The Cuarrman. In this particular case, there was correspondence, 
personal contact between you and the manufacturer as to the price 
of this article, was there, or was there not ? 

Mr. Pascu. Recently there was. 

The CuatrMan. I mean in this particular case on this price. 

Mr. Pascn. Yes. 

The Cuatrman. So that when you raised the price, having had 
previous correspondence about the rate, did you write him and tell 
him that you had raised the rate ? 

Mr. Pascu. There was not correspondence at that time. As Mr. 
Zincke said, the original action in mistakenly including in our agri- 

. ’ 5 e ‘ = . é 
cultural list these soil levelers which Everson makes was corrected 
by us in 1955 by removing those levelers from the agricultural list 
because, insofar as we knew at that time, in addition to leveling 
ground on a farm they can also be used to level ground incidental to 
building of a road or for any other purpose. 

The CutarMan. I understand that. I am trying to find out how the 
man got notice. 
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Mr. Pascu. At that time, which was in 1955, when we removed the 
article from the agricultural list taking the $31 rate or whatever it 
was and reclassifying it as roadbuilding machinery or bulldozers or 
soil levelers, whichever it was, at $47, unquestionably we notified him 
as well as all of the manufacturers of that same article. 

The CHarrMan. That was just ina general form, though. 

Mr. Pascu. Yes, but it was specific as to the change. 

Mr. Garmatz. Did you state the reclassification and increased 
freight rate in one letter or were they separate notifications ? 

Mr. Pascn. That would be one letter, Mr. Garmatz. It is our habit 
when we make a change to write eve ry tariff subscriber immediately 
and say, “Please change your tariff accordingly,” and then we list 
the changes that have been made. 

That information reaches every tariff subscriber in advance of the 
date on which these changes are proposed to become effective and there 
is not any question in my mind but what a copy of that notice went 
to Everson. They may not have received it or they may have received 
it and it found itself in the waste basket. 

Mr. Zincxe. That includes reclassification of cargo as well as rate 
increases, sir? 

Mr. Pascu. If we remove a piece of merchandise, Mr. Zincke, from 
one classification to another, generally there is a change in rate in- 
volved. One follows the other. 

Mr. Zincke. That goes for all of your subscribers ? 

Mr. Pascu. Wherever there is an increase it goes to all contract 
shippers whether or not they are tariff subscribers. 

Mr. Zincke. Mr. Pasch, there has been some testimony in the rec- 
ord with reference to the action by United Fruit Co. in withdrawing 
from one or more of your conferences. Can you give us some infor- 
mation with respect to that ? 

Mr. Pascu. There is no lack of information, Mr. Zincke, and there 
is no lack of willingness to cooperate to make that information avail- 
able to you. 

Mr. Zincke. Will you please do so? 

Mr. Pascu. I want to make this comment. It was suggested some 
few weeks ago that there are certain situations concerning which we 
think this committee should be made completely aware other than by 
exposing that information publicly on the stand. 

The situation that you have reference to is of that character. I am 
perfectly willing and even a little bit anxious to make the informa- 
tion available to you. I would be extremely hesitant to do it today 
because unquestionably it would invite reprisal of a kind that I think 
would be decidedly harmful. 

Mr. Zrncxr. Can you indicate the nature of the reprisal and against 
whom it would be directed ? 

Mr. Pascu. I would prefer not to do that at this time. I want to 
repeat that the information is in my possession and I am anxious to 
make it available to you. My reluctance to do it today is because I 
am afraid it would result in harm. 

The Cuarrman. Harm to whom ? 

Mr. Pascu. Harm to the U.S. Government, harm to the commerce 
of the United States, Mr. Chairman. 
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The CHairman. Well, if you will then, submit it here for a confi- 
dential perusal. 

Mr. Pascu. I will be very happy to, given the opportunity. 

Mr. Zinckr. Can you answer this without violating any confi- 
dences, Mr. Pasch. The statement has been made here on a number 
of occasions that rate wars are instituted by the activity of, depending 
on your point of view, rate cutters or indepe ndent steamship operators. 
In this particular situation an incipient rate war was precipitated by 
United Fruit, a former conference member. Can you answer that 
question without violating a confidence ? 

Mr. Pascu. When the United Fruit Co. withdrew from the con- 
ference they instituted a series of rate reductions designed to restore 
to them what they thought their rightful participation in that market 
was. If I were to give them their due, I would say that, while they 
did not. pull any punches, they were more or less of a benign com- 
petitor because they apparently had it in their minds that once the 
situation that they did not like was cured to their satisfaction, they 
would return. They were, therefore, not bent upon complete 
destruction. 

Mr. ZincxE. Is rate cutting not evil, then, if it is done with benign 
intent ? 

Mr. Pascur. No. Rate cutting under any circumstances is an evil 
thing. 

Mr. Zincxe. And that was one? 

Mr. Pascu. I am simply trying to draw a comparison between the 
activity of the United Fruit Co. as a nonconference carrier and other 
nonconference carriers who had no indication in their minds at any 
time of joining a conference 

Mr. Zincxke. Well, the intent to join or rejoin a conference gives a 
sort of blessing to rate-cutting activity, then ? 

Mr. Pascu. Not at all. As I said before, rate cutting under any 
conditions, in my mind, is an evil practice. 

Mr. Zincke. That was indulged in by United Fruit, a former and 
probably a future conference member, was it not? 

Mr. Pascn. Mr. Zincke, might I suggest that answers to your ques- 
tions of the type that you would like to receive would probably be 
more productive if you put those questions to a representative of the 
United Fruit Co. ? 

Mr. Zincke. You, sir, are the conference chairman. You have seri- 
ously critized rate cutters and I am simply trying to determine whether 
there are two types of rate cutters and you have indicated by your 
answer that there are. 

Mr. Pascn. Let me state for the record that I condemn the action 
of the United Fruit Co. to no lesser extent than I condemn similar 
action on the part of another company that was in there on that basis 
earlier. 

Mr. Zinckr. You made the statement in the course of your formal 

statement, Mr. Pasch, with respect to— 
The common carrier members of our conferences and all other conferences are 
legally required to and do hold themselves out to the shipping public to accept 
whatever cargo comes along provided space is available at the time of offering. 
That is a common carrier’s obligation whether or not they are con- 
ference members, is it not ? 











1654 STEAMSHIP CONFERENCE STUDY 


Mr. Pascu. Well, that is a very interesting question, Mr. Zincke, 
and Iam glad you ‘asked it. Basically, I agree with you and so far 
as conference common carriers are concerned that obligation is re- 
spected 100 percent. So far as nonconference carriers are concerned, 
it is very cutely avoided. Nonconference common carriers solicit their 
business and they receive their business based on cut rates. ‘They can- 
not compete with conference carriers at equality of rates. They 
therefore become selective carriers. They choose the cargo they want 
to carry by the simple expedient of cutting rates on those artic les, and 
on the lower rated articles which they do not want to carry they do 
not cut the rates. Therefore, they do not carry the merchandise. 

Mr. Zrvcxe. On the lower rated articles, their tariffs are the same 
as the conference tariffs generally ? 

Mr. Pascu. The rate that they would quote, if they are approached 
and they do not want to carry the business, would be the same as ours, 
yes, and thus they avoid having to carry that type of merchandise. 
They are not in the complete sense of the word a common carrier. 

Mr. Zrncxe. I am afraid I do not understand that. If they cut all 
rates they would be a common carrier but if they only cut part of your 
rates they are not common carriers. Is that what you said? 

Mr. Pascn. I did not say that. I said they are a selective common 
carrier. They are not a complete common carrier. 

Mr. Zrncke. Because they only cut part of your rates? 

Mr. Pascu. They cut the rates only on the high rated cargo that 
they want to carry; on the lower rated cargo that they do not want 
to carry they do not cut the rates. 

Mr. Zincke. You say, speaking of the conference operators : 

They conscientiously fulfill their obligations to carry out their contractual 
relationship with their shippers whether or not the cargo is profitably rated. 
Do you mean by that that the conference carries certain cargo without 
profit ? 

Mr. Pascu. I mean exactly that. 

Mr. Zincxe. What items of cargo do you carry with no profit ? 

Mr. Pascu. I mean that in a number of instances not only we but 
all conferences have, upon occasion, adopted rates that are less than 
compensatory for the purpose of enabling our exporters to remain 
identified with those markets against the “day when conditions will 
enable both of us to realize something better than a new dollar for an 
old one. 

Mr. Zincxe. Can you give some examples of cargoes that you carry 
at less than a compensatory rate? 

Mr. Pascn. I can recall while employed as director of traffic of an 
operating company carrying lubricating oil from New York to Buenos 
Aires for $4 a ton. I can recall having carried steel products for 
$4.50 to $5 a ton which obviously are et and our pur- 
pose in doing so was to attempt to keep our exporters identified with 
those markets. 

Mr. Zrxcke. That was when you were identified with a particular 
carrier, sir? 

Mr. Pascu. That is right. 

Mr. Zincxe. And that was how many years ago? 

Mr. Pascr. That practice still continues. 
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Mr. Zincke. Can you give me some examples of the present practice 
with respect to that ? 

Mr. Pascu. Yes; fertilizer, for example; some steel products for 
another. 

Mr. Zincke. Fertilizer was carried at less than cost? 

Mr. Pascn. Our fertilizers today are being carried at less than 
compensatory figures. 

Mr. Zincker. Are they carried as tariff items or as open items? 

Mr. Pascu. They are carried at tariff rates or rates expressed in 
the tariff. 

Mr. Zincke. You say the nonconference operators do not carry 
fertilizer ? 

Mr. Pascu. I did not say that. 

Mr. Zincke. Let usstart over again, sir. 

The statement was made that you people carry out your contractual 
relationship with your shippers whether or not the cargo is profitable. 
Thereupon I asked you whether you carried any items below com- 
pensatory return and you stated that you did carry fertilizer. 

Now I am asking you whether the nonconference operators do the 
same thing. 

Mr. Pascu. For the most part, no, nonconference carriers do not do 
the same thing for the most part. So far as fertilizers are concerned, 
they are handled to a considerable degree not by common carriers but 
by tramps. 

Mr. Zincxe. I have just one series of questions more, Mr. Chairman. 

With respect to the f.o.b. situation, Mr. Pasch, you made the 
statement that you were seeking a way around the problem because 
it was effecting a breakdown in the entire rate structure and then, 
and I am quoting x, you stated : 

I am not in position to say to you today that this can be cured by thus and so. 
We have met that condition in the past in certain areas through arrangements 
of our own which I assure you are perfectly legal. 

What are those arrangements, sir? 

Mr. Pascu. In some cases those arrangements are contractual ar- 
rangements arrived at with consignee interests. For example, in the 
country of Colombia there is an association of automobile importers. 
That association after a period of negotiations has reached an agree- 
ment with us with regard to transportation of their truck require- 
ments for the next 12 months. 

Mr. Zincxke. That is the only type of arrangement that you refer to? 

Mr. Pascu. No, it is not the only type. There have been other 
instances when, due to consignee interests having instructed routing 
by a nonconference vessel, we have conferred with those consignee 
interests in their country of residence and in a number of cases we 
have been able to reach the kind of an agreement which again provides 
for some stability. 

Mr. Zinckxe. Meaning that you persuaded them to sign a contract? 

Mr. Pascu. After negotiation they agreed to sign a contract or 
they agreed to instruct their suppliers for a period of 12 months, 14, 
15, or 9 months ahead to route their merchandise on conference 
vessels, 

Mr. Zincxe. When you say “after negotiations,” just exactly what 
are the negotiations in a situation like that ? 
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Mr. Pascu. The negotiations are based on an exchange of thoughts 
as to what our mutual problems are and how they can best be served 
for the future. 

Mr. Zincxe. Their problem is to get a reasonably low rate on 
imports. Your problem is to get shipment over your lines. Now, 
how will you arrive at a meeting of the minds under those circum- 
stances ? 

Mr. Pascu. You are stating your understanding of their problem, 
Mr. Zincke. 

Mr. Zrncxe. You state your understanding of their problem. 

Mr. Pascu. Our underst: inding of the problem, based on negotia- 
tions, is that after they have listened to our side of the question they 
become easily persuaded that they should not resort to every action 
available to them for the purpose of driving these rates down as low 
as they can get them because that may eventually mean that they are 
going to suffer servicewise. They become persuaded that the better 
thing for them to do is to agree with us upon a reasonable rate as a 
result: of which we can remain in business and continue to give them 
the type of service they require. 

Mr. Zincke. You agree with them upon a rate ? 

Mr. Pascu. In some cases. 

Mr. Zrncke. In other words, you sit down and negotiate rates out- 
side of the United States? 

Mr. Pascu. Yes, indeed. Frequently we do that. 

The Cuatrman. Mr. Cowen. 

Mr. Cowen. Mr. Chairman. 

Mr. Pasch, on page 17 of your prepared statement along about the 
middle of the page, you state: 

Under such conditions, f.o.b. and f.a.s. have become today merely terms of 
convenience resorted to as a subterfuge to avoid the terms of a prior contract 
known to exist by all concerned. 

Are you intimating there, sir, that there are no truly legal f.o.b./ 
f.a.s shipments ? 

Mr. Pascu. No, I do not mean to convey that impression at all, 
Mr. Cowen. There are, of course, true f.o.b. shipments but the import 
of what I have to say there is that most frequently shipments which 
are described to us to have been made on an f.o.b. or f.a.s. basis are not 
true f.o.b. or f.a.s. sales, 

Mr. Cowen. Would you say, then, that the vast majority of ship- 
ments that are stated in those terms are not in reality such shipments? 

Mr. Pascn. That is my belief. 

Mr. Cowen. Most of that type shipment are not in reality what 
they purport to be? 

Mr. Pascn. That I believe to be the fact. Now you have had testi- 
mony here that these f.o.b./f.a.s. shipments have increased tremen- 
dously during the past dozen years. In my opinion, based on close 
contact with what is going on, that excuse is offered as a means of 
avoiding a contract obligation. 

Mr. Cowen. The conferences, as such, Mr. Pasch, are not imputing 
that the vast majority of shipments made under that terminology 
are not in reality what they purpose to be, are they ? 

Mr. Pascu. I have stated my belief that the vast majority of these 
so called f.o.b./f.a.s. sales are not in fact true f.o.b. or f.a.s. sales. 
Now I will explain that if you would like me to. 
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Mr. Cowen. All right, sir. 

Mr. Pascu. If a foreign buyer comes to a seller in this country and 
says, “I want to purchase five cases of hairpins f.o.b.” in the first 
instance he has not made himself plain. F.o.b. means free on board. 
Now that by itself means nothing. We first must find out free on 
board what and where; for example, free on board railroad cars at the 
point of manufacture in the Midwest, free on board railroad cars at 
New York, free on board trucks at some point, or free on board 
vessel? F.o.b., by itself, means practically nothing. You must deter- 
mine what it is free on board of and what the locale is. 

The same thing is true of f.a.s. Let us assume that there is agree- 
ment among the buyer and the seller that the seller will make this 
merchandise available free on board railroad cars at his point of 
manufacture, call it Chicago. If that is a true f.o.b. sale, title actually 
passes at that point. The merchandise becomes the merchandise of 
the buyer. He then is permitted to do anything he wants to with it. 
He can export it. He can sell it in the local market. He can move it 
to another place in the United States. It is his to do as he pleases 
with; but, when he says as he most frequently does to the seller, “I 
want to purchase this f.o.b. railroad cars Chicago but you, Mr. Seller, 
you send it to New York and prepay the freight and when you get 
it to New York you put it on a vessel of my choice and send it down 
to me and you prepay the ocean freight,” that is not a true f.o.b. sale. 

Mr. Cowen. Sir, are we leaving this question with the allegation 
from the conferences that most shippers within this country resort to 
subterfuge to avoid contracts which they have with conferences? 

Mr. Pascu. Did I understand you to say “most shippers” in the 
country ? 

Mr. Cowen. Yes, sir. 

Mr. Pascu. I state this as my considered belief. 

Mr. Cowen. Certainly, sir. 

Mr. Pascu. That of the f.o.b./f.a.s. sales that have been called to 
our attention in the nature of an excuse for having failed to ship that 
merchandise on conference vessel in accordance with existing con- 
tracts, in most cases they have not been true f.o.b. or f.a.s. sales; that 
a subterfuge has been resorted to either in the nature of choosing a 
third party in whose name shipment is made to obscure the identity 
of the contract party or in some other manner. 

Had we been able to nail these things down, had we been able to 
prove these points, we would have done something more about it in 
the past. 

We are just as morally certain as I am that I am sitting here that 
what I have stated to be the case is the case. We cannot prove it. 

Mr. Cowen. Well then, would it follow as a line of reasoning that a 
conference contract in a dual rate conference is of such a detrimental 
effect to be shippers that they will use this subterfuge to evade or 
avoid complying with the contract ? 

Mr. Pascu. On the contrary, Mr. Cowen, so far as the vast majority, 
if not all of the exporters in the United States who sign contracts with 
us are concerned, given their way they would respect their contracts 
100 percent. 

It has already been explained to you that the only reason that sub- 
terfuge is resorted to is that, if the particular seller first approached, 
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as some people have, I know, says: “I will not become a party to this, 
I would prefer not to sell,” then he loses that sale. 

Mr. Cowen. Yes, sir. 

Mr. Pascu. One shipper representative in Chicago representing 
the Mexico Refractories, if I remember correctly, told you in response 
to questions from you, I believe on this very same line— 

We have signed a contract with the conference lines. We will not depart 
from it. In the few cases where we have been asked to sell f.o.b. and use 
an outside line, we have told the prospective purchaser, “we prefer not to 
sell ; we will not do it.” 

Mr. Cowen. Sir, do you think that, from a pure business stand- 
point, if a manufac ‘turer or a seller refuses to sell, to pass bona fide title 
to a prospective purchaser, simply because th: at purchaser wants to 
control the routing of what he has purchased, that a business could 
live long by refusing to sell under those circumstances ? 

Mr. Pascu. It all depends on what his competitive situation is. 
That is the thing that he is fearful of. Ifthere are a half dozen people 
in the United States that sell the same thing and one refused to do 
so upon improper f.o.b. terms he fears that they will go to one of his 
competitors. It isa natural thought. I am not condemning anybody 
for feeling that way about it. The only thing I am trying ‘to do is to 
show what the unfortunate effect upon stability is when that occurs. 

You cannot have an effective dual-rate system and recognize the 
right of other people to ship on other than conference vessels on the 
pretext, “This has been sold f.o.b. or f.a.s.’ This has become so 
prevalent that the value of the dual-rate system today is highly 
questionable. 

Most people have said, “We want stability. We like the way the 
conferences and dual-rate systems give us stability but we want the 
f.o.b. or f.a.s. sale excepted.” You cannot have both. You will never 
realize true stability or any substantial degree of it if we are going 
to be forced to except f.o.b. or f.a.s. sales from the contractors because 
the door 1 is left wide open and everybody is on notice “this is the way 
to beat it.’ 

Mr. Cowen. To follow one step from that, sir, you believe that 
your dual-rate contract must be toatl nature that actually you can 
control to whom the seller sells ? 

Mr. Pascu. If possible. I cannot suggest anything to you that 
would bring that shout, but, failing that, then I think we should have 
sufficient freedom and be sufficiently free of regulation so that we can 
approach the cure of that in any way that we find necessary, legally 
necessary, - course, to bring about what everybody wants, stability. 

Mr. Cowen. To go one step beyond that, in your statement on 
page eceaee Ly : 


. 


The use of freight forwarders as shippers of record in such cases makes easier 
the concealment of the identity of shippers who factually remain the owner 
of the goods regardless of the terms of sale. In such instances, the forwarder 
is usually paid double or more the amount of commission customarily paid by 
the conference lines in return for lending his name. 


Making use of that subterfuge, then, the forwarder purportedly 
takes title to the goods; is that correct, sir? 


Mr. Pascu. In some cases purportedly he does. Actually, of 
course, he does not. 
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Mr. Cowen. Does the forwarder then deal with a conference line 
relative to what percentage of freight charges they will rebate to the 
forwarder? What I am getting at here, sir, is that you allege that 
independents pay usually twice the amount of brokerage or freight 
fees. 

Mr. Pascu. That is true. 

Mr. Cowen. Do you know that as a matter of your own knowledge, 
sir? 

Mr. Pascu. That nonconference carriers will pay double the rate 
of brokerage we do? Yes, of course. That is common knowledge. 

Mr. Cowen. Isit knowledge that you can substantiate ? 

Mr. Pascu. Yes, indeed. 

Mr. Cowen. And following that, then, the forwarders with a con- 
trol of the goods which are in transit or will be in transit then hold 
the balance of power as to whether to ship by conference or 
noncon ference ? 

Mr. Pascu. No, that is not the case. If we are talking now about 
instances where merchandise is purchased f.o.b. and turned over to 
a forwarder to ship on a specified vessel in order to hide the identity 
of the contracting exporter, the forwarder does not hold any power 
to put it one place or the other. He is directed to place that cargo on 
a chosen nonconference vessel. He has no choice of putting it here 
or there. 

Mr. Cowen. Is there any agreement between conference lines and 
forwarders as to the percentage of brokerage to be paid on specific 
shipments ? 

Mr. Pascu. No. We have our own rule and our rule is that our 
member carriers by agreement will pay generally 144 percent to a 
freight forwarder. 

Mr. Cowen. You do pay over that on certain occasions ? 

Mr. Pascu. We do not. Other conferences may. We do not. 

Mr. Cowen. We have had testimony to the effect that conferences 
in some instances have paid as high as 5 percent. 

Mr. Pascu. Due to competition brought about by nonconference 
carriers, particularly I believe in the transatlantic trade, that condi- 
tion has come about. 

Mr. Cowen. The instance you cite here on page 17 would make the 
work of forwarders under such circumstances detrimental to the 
foreign commerce of the United States, would it not, and certainly 
detrimental to the American merchant marine? 

Mr. Pascn. It is detrimental to the welfare of the American 
merchant marine. There could be no question on that score. 

Mr. Cowen. All right, sir. On page 14 regarding the paragraph 
starting with the words “A comment,” you say : 

A comment about the proposal that dias be additional Government regu- 
lation— 
and then you go ahead, and I shall read from various parts of the 
paragraph, and say— 


Before going any further I want to suggest that there is already so much 
regulation in effect that it is unduly restrictive. 


Then you go on relative to the war: 


Having won that right, are we now so to regiment and fetter our people as 
to prevent them from effectively competing in the markets of the world? 
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Then further: 


Nations competing with ours for foreign trade have demonstrated their will- 
ingness to assist their own carriers in garnering the lion’s share of their own 
trade. When we are aware of the fact that other nations foster the expeditious 
handling of their own trade, we should be very stupid and unmindful of our own 
self-interest if we deliberately and knowingly hobble our own shippers. 

Is that on the face of it, within that paragraph, derogatory to this 
committee and to the Congress regarding the regulations that have 
been promulgated to control the American merchant marine ? 

Mr. Pascn. There is nothing derogatory in that statement, Mr. 
Cowen, so far as anybody is concerned. If you would like to criticize 
me for an unfortunate choice of language, you are privileged to do so. 

Mr. Cowen. I have no intent to criticize. 

Mr. Pascu. The word “stupid” is probably a little strong. It is 
intended to be entirely objective. There is nothing derogatory in 
it so far as anybody is concerned. I am merely trying to draw a 
comparison between what we have here now and what has been | 
proposed by some people as to what we should have tomorrow in 
the way of regulation with what we are obliged to compete with. 

Let me draw you just one very short example. 

Mr. Cowen. Yes, sir. 

Mr. Pascu. It has been suggested to you very recently that we 
should be governed to a considerable extent in offshore international 
trade by certain processes that govern domestic commerce. I am not 
going to take your time by going into a long discourse of it but the 
one thing that we must keep i in mind is that in domestic transporta- 
tion with regard to public documents, ICC procedure, or whatever 
you like, everybody in the United States is similarly regulated. 
Therefore everybody is on and continues to be on a competitive basis, 
subject to a regulation which is all embracive so far as all forms of 
transportation domestic: ally are concerned. 

Let us assume that we are to be regulated. Our competition is 
not regulated. They are perfectly free. That is the one condition 
that we are obliged to live with. We are regulated. We have to 
go el: ask somebody to do something before we can do it. While 
we are spending the time to do that our competition is able to make 
the decision like this. By the time we have spent the time trying 
to arrive at that same result, the business has gone to a competing 
country. 

Mr. Cowen. Sir, you say, “Nations competing with ours for foreign 
trade have demonstrated their willingness to assist their own carriers,” 
and so forth. 

Among the conferences which you represent, how many subsidized 
American lines do you have ? 

Mr. Pascn. I think there are four. 

Mr. Cowen. In each and every instance are not those subsidized 
lines being granted roughly from $800 to $1,100 per day per ship in 
differential subsidy plus construction subsidy in order to enable them 
to compete with these foreigners whose governments you say are 
helping them ? 

Mr. Pascu. This is not my understanding. My understanding of 
the subsidy granted American vessels is that that subsidy shall be in 
an amount with respect to four or five items only. 
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Mr. Cowen. Yes, sir. 

Mr. Pascu. Representing the difference in their costs as compared 
with their nearest competitor in the same field, not necessarily from 
Europe. 

Mr. Cowen. I did not say Europe, sir. I say that differential sub- 

sidy in order to i them operate on a level economic plane with their 
compet itors from the foreign nations. 

Mr. Pascu. Who operate in the same area that they do. 

Mr. Cowen. Yes. 

Mr. Pascu. But that has no effect upon things that are done in 
England, for example, down to our areas. It does not take up that 
slack. 

Mr. Cowen. What I am getting at, sir, is that at least that much 
has been done to assist our American-flag carriers to compete on equal 
terms with foreign carriers. 

Mr. Pascr. With foreign carriers operating on the same service 
that the American carriers are operating, yes. 

Mr. Cowen. All right, sir. That is all I have, Mr. Chairman. 

Mr. Downine (presiding). Mr. Tollefson. 

Mr. TotuErson. I have just two or three questions, Mr. Pasch. 

The transportation costs for a shipper are only one item of com- 
petition as far as competition for world market is concerned ? 

Mr. Pascu. That is true. 

Mr. Totierson. Are there instances where our shipper or manufac- 
turer in this country could not compete for the foreign market no 
matter how much you cut the transportation rate? 

Mr. Pascu. Yes, there are such instances, Mr. Tollefson. 

Mr. Totterson. Do you think that the American merchant marine 
should be the only one to make a concession in order for shippers to 
compete in foreign markets ? 

Mr. Pascu. No, Ido not. We have a case, in my opinion, before us 
right now. Mr. Romberg came in and complained, and I am not trying 
to take away from the justice of his complaint as he sees it with regard 
to radios and television sets. An overall comment on that general 
situation might well be this. The electronics manufacturers génerally 
in the United States are fortunately going through a period of high 
prosperity for themselves. On the other side of the coin, the present 
transportation situation worldwide is the worst that I have ever seen 
it. Itisat its lowest ebb. 

Our ability today to take up the slack in differences in laid-down 
costs from this country as compared with E urope has practically dis- 
appeared from the standpoint of ability to do it and still maintain 
hope of some net return. 

That adds up, in my opinion, to this: that there should be some 
more contribution made pricewise by our friends who are selling 

radios and television sets. That is a matter of “You scratch my 
back this time and I will scratch yours next.” When we have the 
ability to do these things in a good market, there is not any hesitation 
about it, but today’s market where our people are fighting to make 
ends meet and losing the fight in many instances, it is perfectly nat- 
ural that, when they are approached to reduce a rate and they are 
approached by an industry that is earning a high level of net return 
themselves, that we have the right to expect that perhaps there is 
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room—lI am not accusing them of this—but perhaps there is room for 
further relief by reduction in their f.o.b. or f.a.s. prices. 

Mr. Totterson. In that connection, you have testified that in re- 
gard to agricultural equipment, you have offered a low rate. What 
if you carried all of your items of cargo at that same type of low rate. 
What would be the net result? What would be the end result? 

Mr. Pascu. We could not hope to continue to maintain service. 

Mr. Totxerson. In other words, what would happen if you were 
going to carry all items of cargo at the same kind of low rate would 
be that you would be reducing ‘the rates on many items of cargo and 
then would you stay in business? 

Mr. Pascu. No, of course not. We would all have to go out of 
business if we attempted to extend to every item the same degree of 
comparative low rate activity as we do in agricultural implements. 

Mr. Totierson. Throughout these hearings, there has been testi- 
mony to indicate that some people have the impression that carriers 
are making a lot of money. You have just testified a moment ago 
that, as far as the American merchant marine is concerned, business 
is at a low ebb. 

Mr. Pascu. That is true. 

Mr. Totierson. There was testimony here a few days ago to the 
effect, and I think this came from the Maritime Administration itself 
also, that present subsidized lines cannot possibly meet their replace- 
ment requirements on a schedule simply because they are not making 
enough money. Is that true? 

Mr. Pascr. It cert: unly is true. 

Mr. Totiterson. That is an indication that the profit structure is 
not so terribly high, is that not right? 

Mr. Pascu. I cannot begin to impart during the next 15 minutes 
what I have learned in 40 years, but our general approach to rate- 
making, as a rule of thumb, is not on the basis that we are going to 
be able to carry full cargoes down to these countries and full cargoes 
back. Experience teaches us that we cannot hope for that type of 
thing. 

We are optimistic enough to think that we can hope to fill our ships 
on the average to the extent of, let us say 80 percent and, as a rule 
of thumb from the standpoint of cost analysis that is what guides 
us in our ratemaking. 

Mr. Totierson. In connection with the matter of the ship replace- 
ment program, in which I am interested and so are other members 
of the committee and most assuredly so is the Maritime Adminis- 
tration, if you have a nes contract with the Maritime Adminis- 
tration, does the Maritime Administration watch what you do with 
the profits you make? Are you required, in other words, to deposit 
certain earnings in the construction reserve fund ? 

Mr. Pascu. It is my understanding, broadly speaking, that the 
restrictions that go with the subsidy are that the operator is per- 
mitted to earn as much as 10 percent for distribution. Anything 
over that goes into an escrow fund which the Government holds for 
a period of 10 years. During that 10-year period, if there are periods 
of loss, the operator may tap that fund to the extent nec essary to 
make him whole financially, but not for the purpose of issuing any 
dividend, and at the end of that 10-year period, anything remaining 
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in that fund, unless committed for new construction, reverts to the 
Government. 

I am not a holder of a subsidy so that I am not an expert on its 
terms and I may be mistaken as to one or more of these matters, but 
that is my understanding. 

Mr. Totterson. Is it your understanding that the operator is free 
to do as he pleases with his earnings, particularly his profits, to the 
point where he does not have to go along with his replacement pro- 
gram if he does not want to do so? 

Mr. Pascu. I do not understand that he is in the position of refus- 
ing to go along with his replacement program if he wishes to continue 
to have the benefit of subsidy. 

Mr. Totierson. Putting the qeustion directly in another way, Is 
it your understanding from your knowledge of the lines which you, 
shall I say, represent in the conferences, that they are making suffi- 
cient money to carry out their replacement programs as quickly as 
either they or the Maritime Administration would want ? 

Mr. Pascu. They most decidedly are not making that amount of 
money. 

Mr. Totierson. Tell me more about the compensatory rate. What 
does that mean ? 

Mr. Pascu. In order to give you a complete rundown on that score, 
Mr. Tollefson, I would have to sit here and discuss that until mid- 
night. I do not mean to withhold information; broadly speaking the 
ability to properly and intelligently construct rates for berth line 
operation is born only of long experience, born of knowledge not only 
of operating costs but of the cargoes that move in the trade, the ability 
of certain types of cargo to move with certain other types of cargo, 
the fact that some fundamentals apply, yes, but there is no substitute 
for experience in ratemaking in the foreign field. Perhaps I can 
demonstrate that this way. 

Mr. Totterson. Let me interject another question here, by way of 
explanation, as to the reason for my asking the question, I have had 
the impression that a compensatory rate may be one where you have 
gotten all your costs back for handling that particular item or carry- 
ing that particular item with very little if any profit. Am I correct 
in my understanding ? 

Mr. Pascu. To an extent that is compensatory but it would not be 
completely compensatory. 

Mr. Totierson. Is that why you have said once or twice in your 
earlier testimony that, while a rate was compensatory, it was not 
fully compensatory ? 

Mr. Pascu. That is true. Now, another thing, just to demonstrate 
this thing a little bit further, let us take a rate of $50 per ton, which 
is a reasonably substantial rate. Let us call it a high rate. That 
applies to maybe four or five or six items that are moving on a ship 
regularly in a given trade. It would be wrong to say that at $50 a 
ton a line cannot pay its out of pocket expenses and have something 
substantial left over as a contribution to the expense of sending the 
vessel down there and bringing her back. 

But now let us look at the total result. Let us assume, as we have 
today, that the volume of cargo moving in that market is such that, 
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even though you have an average rate of $50 a ton, by the time your 
ship comes home you have lost. money, which is what is happening. 

Mr. Totierson. I have just one further question. 

I asked it of another witness earlier. Does the operating differ- 
ential subsidy equalize all the costs? That is, comparing American 
costs to the foreign costs, does the operating differential subsidy put 
the American carrier exactly on a par with the foreign carrier? 

Mr. Pascu. It is my impression that it does not, that it falls quite a 
bit short of that. The subsidy is paid, as I recall it, in respect of 
five different points of operation, crew wages, maintenance and repair, 
and certain selected items; it does not run to ever y difference of cost 
as compared with their foreign competitors. 

Mr. Totierson. That is all, Mr. Chairman. 

+8 Downtna. Mr. Zelenko. 

‘. ZELENKO. I have no questions. 

7 he CHAIRMAN (presiding). Mr. Downing. 

Mr. Downrtna. I have just one question, Mr. Pasch, on this 
FOB/FAS question. You recognize the fact that there are situations 
where it is a true FOB or FAS situation where there is a transfer of 
title. Now, what do your conferences hold with respect to that true 
transfer of title? 

Mr. Pascu. Our entire picture there, Mr. Downing, is that where- 
ever there is a true FOB sale that represents a situation concerning 
which we can at the moment do nothing. The consignee has a perfect 
right, if he wants to, to purchase merchandise FOB at the FOB point 
without any question take title to it. It then becomes his and he can 
do whatever he pleases with it. 

In those cases, our approach to the cure of the problem that that 
creates, namely, a reduction of stability, is to communicate with that 
fellow and try and persuade him that he has started something that 
may act asa boomer: ang and hurt him later on as well as hurt us. 

Mr. Downtne. Do you think that you would ask us to legislate 

gainst the situation ? 

Mr. Pascu. I have already admitted that I cannot provide the cure. 
The only thing I can do at this particular moment is to ask you please 
not to surround me with so much regulation that I am not free to do 
what reasonably and legally may be necessary to cure those situations 
in our own way. That is the most I can say at the moment. 

Mr. Downrnc. Some conferences apparently want us to legislate 
against every FOB/FAS situation. 

Mr. Pascn. If I could suggest to you some means by which you rea- 
sonably could approach the adoption of legislation to cure it, I would 
have said so long since. I cannot suggest it to you, much as I would 
like to. y 

Mr. Down1nea. Do you not think it is more within the prerogative 
of the conference to handle that rather than through legislation? 

Mr. Pascn. I am afraid that it is and therefore I repeat that I hope 
you gentlemen, in the final analysis, will give us the necessary freedom 
to do what must be done. 

Mr. Downinec. Thank you. 

The Cratrman. Mr. Mailliard. 

Mr. Maru1arp. I have no questions. 

The Cratrman. Mr. Johnson. 
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Mr. Jonnson. Following your discussion on this very controversial 
issue, the FOB/FAS basis, you say you have no real suggestion in 
the conference system as to how we can deal with this proble m / 

Mr. Pascu. Legislatively ? 

Mr. Jounson. Yes. 

Mr. Pascu. That is true. 

Mr. Jonnson. I presume the one way that it could be handled would 
be if you would be permitted to use the rebate system, would it not ? 

Mr. Pascu. The legalization of the deferred rebate system, Mr. 
Johnson, would be of considerable aid. It would provide a deterrent, 
let us say, to that interest which now attempts to or does route cargo 
via nonconference carriers to our detriment, to make him reconsider. 
It gives us something more to talk about and something more for him 
to consider before he departs from the terms of his contract. It is 
not by any means an all-embracive cure but it would be of consider- 
able aid and, if all of the other maritime countries of the world have 
made an effective and wise use of it, and have not harmed their ex- 
porting or importing nationals by the use of this, it seems to us 
that we can be expected to make the same wise use of it where use 
can be made reasonably. It has not harmed anybody. Certainly 
nobody can justifiably accuse the shipowners of the United Kingdom 
of visiting harmful effect upon their exports by the use of a deferred 
rebate system. 

Mr. Jonson. I have no further questions. 

The Cnarrman. What did you say about the deferred rebate sys- 
tem? I didnot hear that. 

Mr. Pascu. I just remarked to Mr. Johnson, Mr. Chairman, that 
all of the other maritime nations of the world employ that system 
and certainly nobody could accuse the shipowners of Engl: ind, for 
example, of visiting harm upon their exporters through the emp ae 
ment of the deferred rebate system. It has been used wisely and i 
has been used reasonably and effectively. 

The Cuarrman. Why do you say that at this point? What is the 
reason ¢ 

Mr. Pascu. Because Mr. Johnson asked me whether I thoug!t the 
use of the system would be of any aid. 

Mr. Jonnson. In dealing with the FOB/FAS problem. 

The Crairman. Do I gather that you are suggesting that the com- 
mittee consider the deferred rebate system ? 

Mr. Pascn. I would make that suggestion with all of the emphasis 
that I can place on it, Mr. Chairman. Yes, I do. 

The CHarrman. With dual rates? 

Mr. Pascnu. I most urgently suggest that the committee give very 
serious consideration to removing the prohibition against the employ- 
ment of the deferred rabate system. 

The tien AN. a Glenn. 

Mr. Guenn. Mr. Chairman, I have one question. 

Mr. Pasch, you are a very well informed witness. My question is 
as to the mechanics of the ste: amship conferences. You are chairman 
of the Associated Latin American Conferences, which consist of about 
thirteen conferences, is that so? 

Mr. Pascn. That is true, sir. 
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Mr. Guenn. Are you chairman also of the thirteen conferences 
which make up the membership? 

Mr. Pascu. I am sorry. 

Mr. Guenn. Are you chairman of the thirteen conferences which 
make up the membership of the Associated Latin American 
Conferences ? 

Mr. Pascu. The Associated Latin American Conferences of itself 
is nothing but an administrative body put together for banking, per- 
sonnel, et cetera. It is not a conference of itself. It is merely an 
administrative body so that these 13 conferences which are associated 
in one office can live together administratively. 

Mr. Gutenn. Who fixes the rates which we have been talking about ? 

Mr. Pascu. The individual conferences, the member lines of the 
individual conferences, the association has nothing to do with rate- 
making. 

Mr. Grenn. If there are any reductions to be made, that is done 
by the individual conferences ? 

Mr. Pascu. That is correct. 

Mr. Gutenn. That is all. Thank you, sir. 

The CuHatrrman. Are there any further questions ? 

Thank you very much. 

Mr. Pascu. Mr. Chairman, before I leave the stand, I would like 
to tell you that I attended practically every hearing that this com- 
mittee has had. I have naturally reported to my people and on my 
own behalf as well as on behalf of our member lines, I would like 
to tell you that they are deeply appreciative of the time and the effort 
that you gentlemen are devoting to this thing. 

The Cuamman. Let me answer you by saying that we are way 
behind in some other matters by giving all this time to this subject. 

Mr. Pascu. They have been made aware of that. 

The Cuatrrman. The membership of this committee, I imagine, 
are way behind with other matters in their personal offices. I know 
that is the case with me. 

Mr. Downinea. In our voting records, too, Mr. Chairman. 

The CHatrMan. This committee realizes that this is a serious 
question and one with which you and we both have to cope. Our 
only effort is to try to find some solution by which we can carry out 
the mandate that is handed us in the 1936 act. 

Mr. Pasco. You have made that completely apparent and we 
are deeply appreciative of it. 

If there is any additional help that we can give, you have only to 
crook a finger. We are at your complete disposal. 

The Cuarrman. Thank you, sir. 

Mr. Downrne. I would like to put in the record that I do not think 
I have missed many rollcalls but, due to this committee, my voting 
record is around 75 percent. 

I would like that put in the record, sir. 

The CHarmmMan. We will accept that for the record. 

Mr. Foley, you may preceed. 
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STATEMENT OF GEORGE F. FOLEY, CHAIRMAN, RIVER PLATE & 
BRAZIL CONFERENCES 


Mr. Forry. I have a prepared statement here to read. It was orig- 
inally prepared in April and I have been delayed so long in getting 
before your committee that I revised it and I believe the revised state- 
ments have not been distributed. Some are made available here on 
the table. 

Mr. Chairman and members of the committee, my name is George 
F. Foley. I have been chairman of the River Plate & Brazil Con- 
ferences since 1930 and of the other conferences in the east coast of 
South American Trade listed below since their formation. Prior to 
1930, I was employed by the U.S. Shipping Board from 1919 through 
1930; first in the Operating Department until 1924, and from 1924 
to 1930 as head of the Long Voyage and South American Trade Divi- 
sion of the Traffic Department, supervising traflic activities of Ship- 
ping Board vessels operating in the Long Voyage and South Amer- 
ican trades. 

I wish to present this statement on behalf of the following confer- 
ences of which I am chairman: River Plate & Brazil Conferences, 
Agreement No. 59, approved August 21, 1923; East Coast South Amer- 
ican Reefer Conference, Agreement No. 6800, aproved August 2, 1940; 
Brazil/United States-C anada Freight Conference Agr eement No. 
5450, approved August 15, 1936. Mid Brazil/United States-Canada 
Freight Conference Agreement No. 7630, approved September 16, 
1943; North Brazil/United States-Canada Freight Conference Agree- 
ment. No. 7640, approved September 16, 1943. River Plate/United 
States-Canada Freight Conference Agreement No. 6900, approved 
July 12, 1940. River Plate & Brazil/United States Reefer Confer- 
ence Agreement No. 7200, approved January 21, 1941. 

The names and nationalities of the member lines of these confer- 
ences are shown in appendix A attached hereto. 

These lines collectively serve exporters and importers in the trades 
between U.S. Atlantic and Gulf ports and East Coast South Amer- 
ican ports transporting all types of cargo including bulk items, refrig- 
erated cargo, liquid cargo in vessel’s tanks and heavy lift and extra 
length items. They m: Lintain organizations and facilities at loading 
and discharging ports to meet the requirements of shippers and con- 
signees. During the fiscal year ending April 30, 1958, they furnished 
approximately 472 sailings each way in the trade. 

Conference contracts: All of these conferences, with the exception 
of the River Plate and Brazil/United States Reefer Conference, 
(agreement No, 7200), maintain contract rate systems. 

Where I refer to the numbers of the agreements those, of course, 
are the Federal Maritime Board numbers. 

The contract rate system was inaugurated in the River Plate & 
Brazil Conferences in September 1927 and was applied to a limited 
number of commodities. The system has been expanded and at the 
present time contract rates apply on approximately 600 commodities 
or commodity groups out of approximately 2,500 commodities or com- 
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modity groups in the tariff. These contracts are with shippers (ex- 
porters) from the United States. 

The contract system of the East Coast South America Reefer Con- 
ference was instituted in August 1940 and applies only to fruit ship- 
ments. These contracts are concluded with shippers (exporters) from 
the United States. 

The contract system of the River Plate/United States-Canada 
Freight Conference was instituted May 1, 1948, and contract rates 
apply to only a limited number of commodities. These contracts are 
concluded with shippers in the River Plate area and also with re- 
ceivers in the United States. 

The contract system of the Brazil/United States-Canada Freight 
Conference was instituted December 1, 1947, and ap plies to only three 
commodities—Castorseed, Canned Meats, and Beef Extract. These 
contracts are concluded with receivers in the United States. 

The contract system of the Mid Brazil/United States-Canada 
Freight Conference and North Brazil/United States-Canada Freight 
Conference was instituted December 1, 1947, and applies only on 
Castorseed for which contracts are concluded with receivers in the 
United States. 

These contract systems and the rates applying thereunder have been 
concluded through the process of negotiation with Be | phewngchrse 
They are available to all shippers, large and small, at the same rates, 
terms and conditions. They provide that in the event the conference 
increases rates, advance notice of from 60 to 90 days must be given 
and if such increased rates are not acceptable to the shipper, he may 
cancel his contract. The contracts contain no provision for liquidated 
damages. In the event of breach, these contracts merely provide for 
the payment of dead freight which means the carriers must prove 
their actual damages. 

Nonconference competition: The prince ips al nonconference competi- 
tion in this trade is from tr amp vesse ‘Is rather than from the so-called 
independent liner operator. The River Plate area which we serve 
is generally regarded as one of the world’s principal sources of cargo 
for tramp vessels. Tramp owners from all over the world endeavor to 
work their vessels into this market for outward cargoes, and in our 
southbound operation usually do so with bulk cargoes of coal, phos- 
phate rock, superphosphates, and sulphur, securing in many instances 
only part cargoes and then soliciting general cargo at cut rates. 

Similar competition moved in when any new or unusual movement 
of cargo develops. For instance, under the recent expansion of the 
Argentine Government program for the exploration for oil, a rather 
heavy movement of oil drilling rigs and drilling equipment developed 
and several full cargoes of this m: terial were lost to tramp tonnage. 

Northbound tramps have moved in on occasion when the market 
was bad. In 1952 the Dutch Haven Line, finding homeward business 
to Europe bad, routed their vessels homeward via U »S. ports cutting 

rates drastically and disrupting the market. At the beginning of last 
year, an unusually heavy movement of cured beef and preserved meats 
developed by reason of the drought in the United States. Our con- 
ference carriers increased their refr igerated service to meet the needs 
of the trade. However, the Sw edish Salen Line, which normally op- 
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erated from the River Plate to Europe, finding business poor on that 
route, commenced returning its vessels to Europe by way of U.S. ports 
in competition with the regular conference lines. On their first two 
vessels, because of the great demand, they charged premiums over 
conference rates but as conference carriers increased the volume of 
their refrigerated space and the demand fell off somewhat, the Salen 
ae dropped their rates below the conference tariff approxim: ately 
$5 a ton less than the conference lines on this refrigerated cargo. 

The U.S. Department of Agriculture issued a ruling prohibiting 
the import ition of cured meat from foot-and-mouth disease infected 
countries such as Argentina and Brazil effective midnight Friday, 
May 15, 1959. The Swedish Salen Line sailed the SS John Gorthon 
from Buenos Aires May 15, 1959 on the deadline and since then has 
abandoned the trade having no vessels scheduled to sail from the 
United States for June, July, and August advertising them to re- 
turn direct to Europe during these months. 

The member lines of the River Plate and Brazil/United States 
Reefer Conference regret that they did not have a contract system in 
the trade which would have protected them against this type of com- 
petition maintained on a hit-and-run basis skimming the cream off the 
trade during a period of good movement. This conference will in- 
stitute such a system when and if U.S, laws are clarified to clearly 
permit the institution of a contract system or similar tie to shippers. 

Benefits of the contract system: The member lines believe that an 
eilective contract system, or some similar tie with shippers is essential 
for the preservation of the conferences, thereby assur ing to the ship- 
ping public through regularity of service, stability of rates over long 
periods of time, and uniform rates to all shippers, the following 
advantages: 

= Regularity of service: 

. Oppor tunities for shipping are increased. 

2 Fixed dates of sailing at regular intervals enable shippers to 
“— with smaller stocks, reducing risk of storage charges. 

. Makes unnecessary booking cargo considerably in advance; ship- 
pers incur no penalty or other inconvenience if unable or unwilling 
to book goods until last moment. 

4. Merchants are enabled to make forward contracts for del ivery 
of we at definite dates, 

A better distribution of sailings is secured. 

6. Goods arriving late from interior points missing one steamer 
may be dispatched by another avoiding unnecessary port charges and 
the accumulation of goods at port. 

7. Cargo is delivered in better order and with greater dispatch 
and regularity. 

8. Carriers regularly employed are more responsible in claims mat- 
ters than spor adic tramp vessels. 

9. Loss of interest on cargo in transit is reduced with regular and 
fast service. 

10. Shippers are relieved of anxiety as to class of vessels by which 
freight will be shipped. 

11. Insurance premiums on cargo are reduced, and the rate of in- 
surance may be counted upon as more uniform and stable, 
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B. Stability of rates over long periods of time: 

Removes inconvenience which would exist if merchants were 
obliged to quote different propositions on nearly every consignment 
thus eliminating undesirable speculative risk under open rate system 

Reduce complaints from importers abroad. 

3, Enables shippers and merchants to calculate laid-down costs 
~ sell goods for delivery in the future. 

Avoids the situation which arises during periods of rate cutting 
nt buyers abroad generally pursue policy of buying from hand 
to mouth and shipowners are reluctant to make forward contracts 
at cutthroat rates. 

5. While competition in rates between conference lines ceases, 
competition in facilities continues. 

Avoids losses to importers on inventories through sudden rate 
cuts. 

C. Uniform rates to all shippers: 

1. Uniform rates protect the small against the large shippers, and 
relieves all from the effects of underhand discrimination. For exam- 
ple, in the United Kingdom/West African trade the deferred “i 
system lapsed during World War I, but was reimposed in 1922 a 
the request of smaller merchants bec ause of severe competition fa 
were experiencing from one of the larger groups in the trade who 

yas in position to load ships with full cargoes and also get the ordinary 
liner rates when it suited them. 

F.o.b. and f. a.s. problem: Considerable rate instability has resulted 
from certain decisions of the Federal Maritime Board creating doubt 
as to whether goods shipped under f.o.b. and f.a.s. terms are subject 
to the terms of contracts which shippers have with the conference 
lines. 

It is fairly obvious that, if f.o.b. and f.a.s. shipments are not 
deemed covered by conference contracts, any time it is to the advan- 
tage of a shipper or consignee to ship nonconference, it is simple for 
the sale of the goods to be made under f.o.b. or f.a.s. terms. Thus, 
unless f.o.b. and f.a.s shipments are covered by such an agreement, a 
shipper’s contract becomes little more than a gentleman’s agreement. 
Chairman Morse, when he testified before this committee (transcript 
». 1 21) rightly characterized this problem as a matter of good faith. 
The Court of Appeals for the Ninth Circuit in Anglo-Canadian Ship- 
ping, Ltd. v. U.S.A. and F.M.B. has recently remanded that case to 
the Federal Maritime Board, specifically directing the Board to, as 
a matter of policy, consider whether or not the failure to include 
f.o.b. and f.a.s. shipments as being within the scope of a conference 
contract, might not be in derogation of congressional policy as evi- 
denced when C ongress passed the recent temporary dual-rate legisla- 
tion. We suggest that this committee should consider the fact that 
a dual-rate system cannot be effective without being permitted to 
cover f.o.b. and f.a.s. shipments. 

Regulation of rates: We believe in self regulation of the shipping 
industry through conferences and oppose control by any government 
of freight rates in foreign trade which would inevitably require that 
they prescribe or pass upon the measure of a rate. So long as our 
Government has, as it presently does, under section 15 the power to 
disapprove or modify a conference agreement if it finds it to operate 
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to the detriment of the commerce of the United States, power over 
preferential or unjustly discriminatory rates under sections 16 and 
17, and the authority under section 17 to alter rates found to be 
“unjustly prejudicial to exporters of the United States as compared 
with their foreign competitors” we can see no need for further 
governmental] rate regulation. 

This matter was explored at great length at the Interamerican 
Maritime Conference held in Washington in 1940 under the auspices 
of the Organization of American States, which includes all North 
American, Central American, and South American countries with 
the exception of Canada. At that time it was noted that the United 
States exercised no direct control over rates charged for overses 
transportation in the foreign commerce of the United States. AI- 
though the United States does exercise such control in the domestic 
trade of the United States, this domestic trade is different from the 
foreign trade in two essential respects: (1) the trade is restricted to 
U.S. vessels and (2) is subject solely to the jurisdiction of the U.S. 
Government. 

This group recognized that governmental rate control in foreign 
trade would create the danger of conflicting jurisdiction in possible 
violation of the rights of nations both on general principles of inter- 
national law and under commercial treaties. It also was noted that 
such control would reduce the effectiveness of the law of supply and 
demand as a regulatory factor and possibly cause the diversion of ton- 
nage. We do not consider that there is need for rate control by the 
United States beyond that exercised under existing law. The law 
of supply and demand and the self-interest of carriers are the most 
effective rate control possible. If we were subject to Government 
ratemaking and our tramp competitors were not, we would be placed 
at a crippling competitive disadvantage. 

In the trade embraced by the conferences which I represent, there 
is included in the membership Lloyd Brasileiro (Patrimonio 
Nacional), directly owned and operated by the Brazilian Government, 
the Flota Mercante del Estado and F.A.N.U., two lines directly 
owned and operated by the Argentine Government, also the American 
Republic Line and the Delta Line, subsidized by the U.S. Government. 

The existence of nationally owned lines in this trade, we believe, 
makes it obvious that any attempt on the part of the U.S. Govern- 
ment to unilaterally control rates in this trade would only lead to un- 
necessary difficulties with our friendly neighbors. 

The self-interest of the carriers and the economic factors which 
influence the accomplishment and nonaccomplishment of business are 
very effective checks on conference carriers’ rate activities. If the 
merchant does not sell and ship, the carriers do not carry, and if the 
carrier does not carry, he goes out of business. 

Ratemaking.—At previous hearings members of your committee 
have shown considerable interest in how rates are made by conferences. 
For your information, we offer the following explanation as to how we, 
in the River Plate & Brazil Conferences, have functioned in this 
regard. 

Shortly after World War I, the U.S. Shipping Board operated 
several lines in this trade in competition with each other with a man- 
aging agency system. To avoid destructive competition between 
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their own agents, the Board organized them into what was known at 
that time as the North Atlantic/East Coast South American Confer- 
ence which functioned from November 16, 1920, until the formation 
of the River Plate & Brazil Conferences, in August 1923. 

I might parenthetically insert here the fact that this organization 
while set up by the Shipping Board group for its own operators also 
invited the foreign lines who reest: ablished their services after the war 
when tonnage was available to them to participate and they did 
participate and it represented a rather loosely formed conference 
of Shipping Board operators and those foreign operators who had 
resumed operation during that period. 

The tariff established by that group became the basic tariff of the 
River Plate & Brazil Conferences. Since then these rates have been 
adjusted and new rates established in accordance with subsequent 
developments. 

Rates generally are established somewhere within the determining 
limits of costs to the carrier as a minimum and what the shipper can 
reasonably pay without destroying the business as a maximum. Some 
of the principal factors taken into consideration when changing or 
establishing rates are: 

1. Direct cost of operation of the vessel: Fuel, water, food, supplies, 
crew’s wages, maintenance, and repairs. 

2. Fixed charges: ony taxes, cost of piers and terminals, 
overhead expenses, et cetera. 

3. Hull insurance of the vessel, protection and indemnity and ad- 
ditional insurance such as war risk insurance, legal responsibility on 
cargo, et cetera. 

4. Distance and duration of voyage. 

5. Character of cargo. 

. Volume of cargo. 

Susceptibility of cargo to damage. 
Susceptibility of cargo to pilferage. 
Value of goods. 

10. Packing. 

11. Stowage. 

12. Relationship of weight to measurement. 

13. Heavy lifts. 

14, Extra lengths. 

15. Lighterage. 

16. Competition of goods from other countries. 

17. Cargo via competing ports. 

18. Competition from other carriers. 

19. Cost of handling. 

20. Special deliveries. 

21. Port facilities. 

22. Port regulations. 

23. Port charges and dues. 

24. Possibility of securing return cargoes. 

From the testimony of previous witnesses it would appear that 
there is an impression that the carriers are protected by the in- 
surance taken out by the shipper and that, therefore, the value of 
the article should not be a consideration in making the rate. This, 
however, is not so. While shippers insure their shipments, this does 
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not protect the carrier in any way since the insurers are subrogated to 
the rights of the shipper against the carrier for loss or damage to the 
goods. 

Under our system generally speaking, rates are adjusted on the 
basis of requests from shippers although on occasions, where we have 
noted a falling off in the movement of a certain commodity, we have 
explored that ‘phenomena to determine whether or not our rate struc- 
tures may have anything to do with the situation. In some instances 
on our own initiative we have reduced rates. As an illustration of the 
extent to which adjustments are made, our records in the River Plate 
& Brazil Conferences indicate that during 1958 there were approxi- 
mately 220 requests for reduction of rates on various commodities and 
that out of this total our conferences made 116 reductions. 

The initial step in the exploration of the requests for adjustment is 
to have the shipper file with us our regular form of application for 
reduction in rate, a copy of which is attached hereto as appendix B. 
In addition to the information set forth therein it is customary for 
shippers to provide additional information in support of their request. 
All of this material is then referred to a conference rate committee for 
its consideration and review. It is the duty of the chairman to fully 
explore with the shipper his position and to present a complete case to 
the rate committee for its consideration. The rate committee then 
submits to the conference a recommendation. The conference then 
passes on the matter and decides the issue. More frequently than not 
the recommendations of the rate committee are circularized to the 
members for quick decision and telephone vote. 

The shipper does not appear before the rate committee or discuss 
the matter with the rate committee as such. We have found as a 
matter of experience that it is better for the identity of such a com- 
mittee to remain anonymous in order that the matters to be considered 
may be considered solely on their merits and not from a solicitation 
point of view. Shippers may appear before the full conference and 
have done so on frequent occasions. 

Your committee has also expressed interest in negotiations by 
shipper groups. Our conferences consistently negotiate with such 
groups and the following is a partial list of shipper organizations 
with whom we have negotiated : 

Argentine Fruit Importers Association; Associacao Profissional 
da Industria da Extracao de Oleos Vegetais e Animais do Estado do 
Sao Paulo; Association of Food Distributors; Association of Tung 
Oil Growers (Cooperatives of Misiones (B.A.)); Automobile Manu- 
facturers Association (Ocean Rate Committee) ; Boston Wool Trade 
Association; Brazil Nut Association; Carbon Black Export Associ- 
ation ; The Casein Importers Association, Inc.; Cocoa Merchants Asso- 
ciation of America, Inc.; Electronic Industries Association; Feder- 
ation Lanera Argentina (B.A.); General Service Administration ; 
Green Coffee Association of New York City; Green Coffee Association 
of New Orleans; National Coffee Association; New York Wool Trade 
Association ; Philadelphia Wool & Textile Association ; Potash Export 
Association, Inc.; Rubber Manufacturers Association; Tobacco & 
Cigarette Manufacturers & Importers Association, Montevideo, 
Uruguay. 
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Additionally, it has been my practice as chairman of these con- 
ferences to invite shipper groups not organized in associations to 
sit down with us and discuss problems connected with their particular 

roduct. For example, in connection with the rate on agricultural 
implements and parts, there is no organization of shippers to deal 
with normally, and I have invited representatives of exporters in the 
trade to meet collectively with me to discuss the mutual problems 
with regard to the shipment of their merchandise. The same proce- 
dures have been followed with oil companies, general machinery, 
refrigerators, roadbuilding machinery and other commodities, includ- 
ing steel items. 

I might interpose there parenthetically, if there is no objection, that 
some of these organizations who are very antitrust conscious are 
rather reluctant to sit down with their competitors. 

I have used the device, whether it is right or wrong, of saying, 
“Well, we are inviting you to come and sit with us to advise us of 
your position so that we may have your collective view on the problem 
we are considering,” and I have been persuasive with a great many 
of them to sit down. Some of them perhaps would not like to have 
their names divulged here because they are still a little bit touchy 
about it, but they have come in and sat down in groups so that we could 
discuss with them and ask what their problems were. Incidentally, it 
saved me and our conference from the position of working out a deal 
satisfactory to one and not quite satisfactory to another. Where you 
have them all together you get a collective consideration and probably 
arrive at a better mutual understanding. 

General rate increases have been made by the conferences from time 
to time. The last general increase of the River Plate and Brazil 
Conference tariff was effective March 18, 1957, on the basis of approxi- 
mately 10 percent, the previous one became effective August 6, 1956, 
and the one prior to that May 11, 1955, and prior to that January 
1, 1952. 

In these cases the percentage increases were not applied straight 
across the board but were put into effect only on items which the 
conference believed could stand the increases. [very item in the tariff 
was reviewed individually for this determination. Ample advance 
notices of these increases were given to the trade. For instance, the 
general rate increases which became effective March 18, 1957, were 
adopted at conference meeting held December 27, 1956, and a press 
release covering this action was issued December 18, 1956. Notices 
of the proposed increases also were sent promptly to all contract ship- 
pers in accordance with the terms of their contracts requiring such 
advance notice. 

We trust the above explanation will be helpful to your committee 
and we would, of course, be pleased to furnish you with any additional 
information in connection therewith which you might seek. 

Other conference problems: In view of the fact that your committee 
has indicated a broad scope of investigation into conference activities, 
we believe we would be remiss if we do not call to your attention cer- 
tain problems of conference operation. 

For example, one problem which the conference has been faced 
with was demonstrated by the recent litigation involving American 
Union Transport, Inc., and the River Plate and Brazil Conferences. 
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In court proceedings and proceedings before the Federal Maritime 
Board, American Union Transport sought to collect brokerage from 
the member lines of the conference contending that they were wrong- 
fully denied the payment of such brokerage. The Federal Maritime 
Board held, and its holding was approved on appeal to the Court of 
Appeals for the District of Columbia, that the conference lines acted 
properly in refusing payments of brokerage since American Union 
Transport had not rendered any brokerage service and further, since 
under the circumstances of the case, a violation of the Shipping Act 
would have occurred had the brokerage been paid. However, the 
Board held despite the language of the conference agreement pro- 
viding that the conference could pass upon matters involving the pay- 
ment of brokerage, that the determination of the conference that 
brokerage should not be paid to American Union Transport, was a 
new section 15 agreement requiring the approval of the Federal Mari- 
time Board. This part of the Board’s decision was also upheld by the 
Court of Appeals for the District of Columbia. Thus the conferences 
are faced with the fact that the Board grants them certain authority 
to act under a basic conference agreement and the scope of these ac- 
tivities are spelled out in the conference agreement. However, it has 
become extremely uncertain what activities the conference can prop- 
erly undertake within the scope of its basic agreement. We earnestly 
recommend that this committee give consideration to this problem and 
clarify this matter by statute in order that the conferences may know 
the type of activity they may engage in within the scope of the con- 
ference agreement without the ever-present risk of being found to 
have violated section 15. 

There is another section of the act which we believe should have 
some clarification. Section 20 of the Shipping Act (see appendix C), 
would prevent a conference chairman from using information obtained 
about. some infractions of the conference agreement by one of the 
member lines from some other source. We suggest to this committee 
that this section be amended to permit the use of information obtained 
by conferences about one of its lines regardless of the source, to insure 
compliance of the member lines with the conference agreement. 

The conference lines are also now confronted by another problem 
which we believe will have considerable significance in the development 
of proper service to the Great Lakes through the St. Lawrence Seaway. 
Section 205 of the Merchant Marine Act, 1936, prohibits conferences 
serving the Great Lakes from making an additional charge for, say, 
going all the way to Chicago over what would be charged for serving 
the port of New York despite several weeks of additional time involved, 
plus expenses for canal tolls and pilotage. Section 205 provides as 
follows: 

Sec. 205. Without limiting the power and authority otherwise vested in the 
Commission, it shall be unlawful for any common carrier by water, either 
directly or indirectly, through the medium of an agreement, conference, associa- 
tion, understanding, or otherwise, to prevent or attempt to prevent any other such 
earrier from serving any port designed for the accommodation of ocean-going 
vessels located on any improvement project authorized by the Congress or through 
it by any other agency of the Federal Government, lying within the continental 
limits of the United States, at the same rates which it charges at the nearest 
port already regularly served by it. 

It is the position of our conferences that this section should be made 
inapplicable to the Great Lakes. This law might well lead to inade- 














1676 STEAMSHIP CONFERENCE STUDY 


quate service to and from Great Lakes ports unless additional charges 
‘an be made by the carriers to compensate them for going to these ports. 

Testimony of E. C. Classen: During the hearings before your com- 
mittee in New York on April 8, Mr. Edward C. Classen made certain 
claims concerning the River Plate and Brazil Conferences. On pages 
1098-99 he testified as follows: 

The policy of certain conferences is such as to hinder trade between the United 
States and foreign countries. Take, for example, the conference covering ship- 
ments to Argentina and Uruguay. This conference claims to include Paraguay 
as well, and yet not a single one of its long-term members has any direct service 
to Paraguay. A few years ago one member of the conference attempted to set 
up a direct service to Paraguay. The rates the conference set were so high that 
they were prohibitive and killed the service, and U.S. trade with Paraguay was 
affected as a result of the actions of that conference. I can testify to this item 
with great feeling as our business was badly hurt by this conference action as we 
had been developing a good business with Paraguay at the time and because of 
transshipment delays and repeated pilferages and damage to cargo had just 
about decided to stop the business. This direct service came as an answer to our 
prayer—but the answer was short-lived when the conference slapped on a 
surcharge which was so high as to kill the service quicgly. 

Now we understand that another line is starting direct sailings to Paraguay 
and we are told the conference, in spite of having no direct service with Paraguay, 
has told its shippers that they would be violating their contracts if they use this 
company unless it becomes a member of the conference since the conference con- 
tracts cover Paraguay. 

While we do not know Mr. Classen as a southbound shipper and do 
not have any record of any complaints received from him regarding 
southbound business but to the contrary know him only as an importer 
from Asuncion, we, nevertheless, wish to answer the above for the 
record. 

The port of Asuncion, Paraguay, is some 827 miles up the Parana 
River from Buenos Aires and has been served by our members lines 
by transshipment at Buenos Aires except for a short period when 
one of our lines in 1954 established direct service to and from Asun- 
clon with very small, shallow draft vessels. Vessels drawing in excess 
of 11 feet are unable to reach Asuncion and at times when the river 
is lower, the draft is reduced. There have been times when the water 
in the river has been so low that all river service has been discon- 
tinued. 

When direct service was established by a member line in 1954 they 
requested direct call rates be established for this service. After study 
the conference established direct call rates on the basis of a differen- 
tial over the United States-Buenos Aires rates and permitted these 
rates to be charged by other lines carrying goods on through bills of 
lading with transshipment at Buenos Aires. 

Parenthetically, I might say that those rates established were 
in agreement with the views of the line that established the direct 
service. 

These differentials were established on the basis of upriver rates 
charged by river services from Buenos Aires to Asuncion. This 
placed any shipper in position to ship by the direct conference vessel 
at these rates or by any other conference vessel with transshipment at 
Buenos Aires at these rates or on a local bill of lading to Buenos 
Aires in transit to Asuncion and then make his own arrangements 
with the river carriers for the transportation of his shipments from 
Buenos Aires to Asuncion. Obviously the direct rates could not be 
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greater than the combination of the locals otherwise shippers would 
ship to Buenos Aires on intransit bills of lading utilizing the local 
rates on the river steamers for upriver trans ortation. The direct 
service did, of course, eliminate delays and pilferage at Buenos Aires 
to which transshipment would be subject. Thus we do not under- 
stand the basis of Mr. Classen’s complaint about how the direct service 
rates were set. 

At the present time our tariff provides for rates to Asuncion and 
Pilar, Paraguay, on a free out basis at $14 W/M over the Buenos 
Aires rates on nonhazardous cargo and $25 W/M over the Buenos 
Aires rates on hazardous cargo whether by direct steamer, when avail- 
able, or by transshipment on a through bill of lading. 

The direct service established by our member line did not prove 
successful and was discontinued after a short trial period. 

Parenthetically, I should like to add that the draft of the river fell 
so low that even river service was discontinued for a while and the 
results from the operation by our member line were so unsuccessful 
that they did not resume service after the river became navigable for 
the type of vessel they were operating. 

The trade since then has been served by our member lines on 
through bill of lading arrangements with transshipment at Buenos 
Aires. 

Regarding Mr. Classen’s reference to the conference holding that 
shippers using a nonconference direct service would be in v iolation of 
their contracts with the conference, we wish to point out that the 
southbound conference contract contains a clause which provides that 
in the event none of the conference carriers is able with reasonable 
promptness to furnish space or proper service to or from ports re- 
quired for any of their shipments, the shipper shall be free to forward 
such a by any vessel other than those of the conference car- 
riers without breach of the agreement provided the shipper first noti- 
fies the conference and allows the conference 48 hours to confirm that 
such space or service is not available on a conference line. 

Recently the Scandinavian Asuncion U.S.A. Line (Scansa Line) 
inaugurated a direct service to Asuncion. All conference contract 
shippers who have requested the privilege of shipping direct to 
Asuncion via this line have been authorized to do so. 

When the direct service southbound was established by a conference 
member line, they also established a direct service northbound from 
Asuncion, and the River Plate/United States-Canada Freight Con- 
ference established direct rates over the Buenos Aires rates to apply 
on shipments made from Asuncion by such direct service. These 
rates were established similarly on the basis of local river steamer 
rates. 

At that time Mr. Classen complained to the conferences and to the 
Federal Maritime Board about the rates established for Jabili and 
carpincho skins and horse and cattle hair. The conferences then in- 
vestigated the matter through its River Plate offices and member 
lines’ agents and determined that the rates on skins were fair and 
equitable and declined to reduce them. The conferences, however, did 

reduce the differential rate applying to horse and cattle hair to $3 
ws ton weight, taking ithis item out of the general cargo category 
which had initially applied. Mr. Classen was not satisfied and com- 
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plained again to the Federal Maritime Board and to the conference. 
The conference then wrote to Mr. Classen requesting further informa- 
tion which was never supplied by him. 

The rest of Mr. Classen’s testimony having any reference to the 
trade we serve was so vague and general that it does not place us in 
a position to answer. However, if there is any further information 
the committee would like in this matter we would be pleased to fur- 
nish it. 

Testimony of T. A. Arnholz: Mr. Thomas A. Arnholz, President 
of Chemoleum Corp., New York, N. Y. appeared before your com- 
mittee at New York on April 8 and testified as follows 

Up to 1954 we were moving substantial tonnages of potassium muriate, a fer- 
tilizer, to Brazil in the face of keen European competition. Coinciding with a 
decrease in European prices on potash, the River Plate and Brazil conferences 
in 1955 increased their rates on this fertilizer by several dollars per ton. Over- 
night, our potash export business to Brazil ceased, and the business went to 
Europe, not 75 percent, not 90 percent, but, so far as I know, 100 percent 
(transcript p. 1023). 

The following shows the movement of potash (potassium muriate) 
from United States to Brazil for the years 1951 through 1958 inclu- 
sive based on Bureau of Census Report No. FT-410: 
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1 Annual average. 


Mr. Downtnea (presiding). What do these figures purport to show ? 

Mr. Fotey. They show that while he complained that he lost 100 
percent, shipments of potassium muriate continued to grow in volume 
and grow to a considerable volume. 

Our records show that the protest from Mr. Arnholz regarding the 
increase in rates on potash items was in connection with the general 
rate increase effective August 6, 1956, at which time the rates on 
muriate of potash and sulphate of potassium, fertilizer grade, were 
increased from $17.50 weight to $19.50 weight. Mr. Arnholz appeared 
before the full conference in support of his request that the increase 
be canceled, but the member line, after full consideration of the matter, 
declined to alter their decision to increase the rates as had been 
previously announced. 

The Bureau of Census figures do not support Mr. Arnholz’s con- 
tention. If Mr. Arnholz’s business decreased, it must have been from 
other factors, since the above quoted statistics do not show any sub- 
stantial reduction in shipments subsequent to the rate increase 
effective August 6, 1956. 

Mr. Arnholz also stated: 

Similarly, we have moved substantial tonnages of caustic soda, a standard 
industrial chemical, to Brazil. In 1957, the conference arbitrarily increased this 
rate by $3 per ton. By dint of this increase, American trade on caustic soda was 


substantially reduced. Naturally, the prime beneficiaries of this move by the 
conference were the Europeans. (Transcript p. 1023-1024.) 
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item was subsequently reduced January 14, 1958, to $18.90 per long ton 
s) and on February 17, 1959, further reduced to $16 per long ton. In 
making these adjustments the conference has taken into consider: ition 


, circumstances applying at time of adjustment and we believe that 
these changes show that the conference is treating the matter realisti- 
_ cally in the light of competition from tramp vessels. 
On page 2 of exhibit 3A of the statement of Mr. A.C. Cooke before 
a your committee on March 24 in W ashington, there is a graph showing 
313 that worldwide charter rates for dry cargo vessels ran from an indice 
~ figure of approximately 65 in the middle of 1954 upward to approxi- 
075 mately 160 at the end of 1956 and up to 258 in 1957. Complaint of 
— Mr. Arnholz on this item is that we increased our rate by $3 per ton 
when the charter market was increasing from an indice of approxi- 
9 | mately 60 to an indice figure of 258. 
10 Mr. Arnholz also stated : 
1e Whether their action was determined partially by the fact that this particular 
conference is controlled by European lines with a stake in shipments from 
“ Europe to South America, we have no way of knowing (Transcript, p. 1023). 
il Mr. Arnholz errs in this statement to as great a degree as in the two 
n previously quoted statements. The River Plate and Brazil Con- 
re ferences has 16 members of which only 4 are European lines main- 
d | taining services from Europe to east coast South American ports. As 
se | conference matters are dealt with on a two-thirds vote b: asis, it is 
r, | obvious that, even were these lines so disposed, they could not control 
n | any rate situation. I should like to state here parenthetically that 
in my almost 29 years as chairman of these conferences, I have never 
i seen any indication of any ganging up by European lines or by foreign 
n lines but have found all lines keenly interested in developing trade 
i from the United States to the east coast South American ports they 
e serve. 
Mr. Arnholz also stated : 
In self defense, our company has been obliged to engage in relatively large 
a scale charter operations to South Americ: . We have also carried eargo for other 
; exporters to reduce our own transportation costs and, in this way, we have acted 
~ as independent ship operators on a very limited scale. We emphasize that, 
. without having initiated these charter operations, we would have been unable to 


maintain the flow of American merchandise to traditional export markets in 
Latin America (Transcript, p. 1030). 


37159—59—pt. 3——42 
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To evaluate this statement and the complaints of Mr. Arnholz be- 
fore this committee, it should be noted that he has admitted in his 
testimony before your committee that he has violated his contract 
with the River Plate and Brazil Conferences. His testimony appears 
to us to be an effort to justify evasion of his contractual obligations 
to the conference. 

In these charter operations Mr. Arnholz’ company not only vio- 
lated their conference agreement in regard to their own shipments 
but sought shipments from others on their chartered vessels to supple- 
ment their volume to charter proportions, thereby obtaining an edge 
over other shippers of lesser volume and those who have fulfilled 
their contractual obligations with the conference. It is our view that 
Mr. Arnholz seeks a rather unfair adv: untage for himself. 

Testimony of Robert W. Peabody of “Smith- Douglass Co., Inc., 
Norfolk, Va.: This committee has also had the testimony of Robert 
W. Peabody, of Smith-Douglass Co., Inc., complaining about treat- 
ment afforded his company by our conference. 

At page 1700 of the record, he stated with respect to superphos- 
phates as follows: 

On August 2, 1956, the River Plate and Brazil Conference raised our rate to 
$18. We were immediately placed at a competitive disadvantage and despite 
the strenuous arguments we presented to the conference they refused to 
rescind their action. We reduced our price to the bone but because of the 
change in the rate relationship, our expected sales volume for September and 
October of 4,000 tons was reduced to 777 tons. 

For the record, I should like to state that our conference increased 
the rates on superphosphates to Brazil effective August 6, 1956, from 
$16 to $18 per ton of 2,240 pounds, and again on March 18, 1957, the 
rate was increased from $18 to $20. However, the movements of su- 
perphosphate from U.S. ports to Brazil were as follows: 


Tons 
I gi a eI et ale 70, 370 
Ti aia a EO ls ne ae 94, 431 
PR le aie iac wasn ptleian acca tik gies Sis ee cane oid Le a ta a a ha 107, 173 


Gentlemen, I think that is pretty good testimony that the rate did 
not deter the sale of that material in our area. 

While it is possible that Smith-Douglass did not accomplish all 
the business in superphosphate it sought to accomplish, from the 
above figures it is obvious that the conference rate increase did not 
reduce the business, but on the contrary the volume increased. 

It should be noted that Mr. Pe abody and Mr. Arnholz of Chemo- 
leum, Inc., have testified that the latter company is export agent 
and shipper for the Smith-Douglass production to Brazil, and that 
Smith-Douglass does not ship. It should further be noted that super- 
phosphates “furnished by Smith Douglass and shipped by Chemoleum 
are loaded at Smith-Douglass’ plant i in Norfolk, where the stevedor- 
ing for our carriers is done by Smith-Douglass, ‘who charges a steve- 
dore rate of not less than $3.27 per ton for loading these vessels, as 
compared with less than $1 per ton for loading at European ports. 

It should be further noted that our conference does not have con- 
tract-noncontract rates on these fertilizers, but they take a single 
rate, namely, the tariff rate. 
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We wish to thank your committee for this opportunity of present- 
ing to you our views. We will be pleased to furnish your com- 
mittee any additional information in regard to our conference opera- 
tions which you may desire. 

(The appendixes referred to, and a supplementary statement by 
Thomas A. Arnholz, president, Chemoleum Corp., follow :) 


APPENDIX A 


Membership in east coast South American conferences, April 1959 





| Conferences of which members ! 


Line \Nationality) | | a ee a ee 
| No. | No. No. | No. No. No. No. 
59 =| 6800 | 5450 7630 7640 6900 7200 
—— ]- mn renorienrciomceapers pra | | — —_— 
The Booth Steamship Co., Ltd_.| British....| X cmutai Bes nt |X Pp? Ba a eae 
Brodin Line (as one member | | | | 
only): | | | } | | 
Rederiaktiebolaget Disa__---| 
Rederiaktiebolaget Poseidon_}( 4.0.3; - - ie | 
Anegfartygsaktiebolaget Tir- re X x Xx | x aan sae Xx x 
fing ee } | | 


Columbus Line: Hamburg-Sued- | | } 
imerikanische: | | 
Dampschifffahrts Gesell- | | | 








PR ciigdindinghaanonces German...| X | X | X 1 X xX x xX 
Eggert & Amsinck - ----- Al | | | 
Dovar S. A. International Ship- | Panaman-| X Se aaatnue A || hadewaesdbocaseana 
ping & Trading Co. } ian. | | 
Flota Argentina de Navegacion | Argentine_| X i. : xX x xX x xX 
de Ultramar (F.A.N.U.). 
Flota Mercante del Estado- ----- Argentine.| X |; xX |x x xX x xX 
Holland Interamerica Line (as | | 
one member only): | 
N.V. Nederlandsch-Ameri- | | } | 
kaansche Stoomvaart- | | | 
Maatschappij ‘Holland- | | | | | 
Amerika Lijn. |}Dutch___.| X Byes (1 ae eaters i ae ee ae 
Yan Nievelt, Goudriaan & | | 
Co.’s Stoomvaart Maat- | 
schappij N.V. | | 
Ivaran Lines (as one member | 
only): : | | 
Ape Cent san cccanGwinecian sil | | 
A/S Ivarans Rederi_-_._.-..-- — | xX x ; X > a See xX es 
Skibsaktieselskapet Igadi-_-__- | gian, | 
Lamport & Holt Line, Ltd__..__| British....| X X 4 xX xX xX xX 
ve ne (Patrimonio | Brazilian--| xX x xX xX xX | X xX 
-acional). | | 
Mississippi Shipping Co., Inc.| American xX xX | X xX xX xX xX 
Moore-MecCormack Lines, Inc--.|...do---..-- xX | X xX xX xX X X 
Che Northern Pan-American | Norwe- | X | X |X | X | X X xX 
Line, A/S. | gian, | | | | 
Norton Line (as one member cnlv): | 
Rederiaktiebolaget Svenska | | | | 
Lloyd. | | | | | 
Stockholms Rederiaktiebolag | | | 
Svea. | Sweaish.. |X x x | X coy aera x x 
Rederiaktiebolaget Fredrika- | | 
Osaka Shosen Kaisha, Ltd_-_--_- GNM She Sune Nes cata xX x x 
Southern Cross Line (as 1 mem- | | 
ber only): | 
aS a Ludwig Mowinckels | ‘ | x | x | x | x 
Rederi. |yNorwe- | X x a Do Reais x x 
Westfal-Larsen & Co., a/s...\ gian. =| | 
Torm Lines: Dampskibssel- | Danish..... X = [--..---- x x | x x 
skabet Torm. | | 





1 U.S. Maritime Commission Agreement No. 59—River Plate and Brazil Conferences. 

. Maritime Commission Agreement No. 6800—East Coast South America Reefer Conference. 

. Maritime Commission Agreement No. 5450—Brazil/United States-Canada Freight Conference. 

1.8. Maritime Commission Agreement No. 7630—Mid Brazil/United States-Canada Freight Conference. 

1.8. Maritime Commission Agreement No. 7640—North Brazil/United States-Canada Freight Con- 

nce. 

J.S. Maritime Commission Agreement No. 6900—River Plate/United States-Canada Freight Conference. 
U.S. Maritime Commission Agreement No. 7200—River Plate and Brazil/United States Reefer Con- 

ference. 
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APPENDIX B 
RIveR PLATE AND BRAZIL CONFERENCES 
17 Battery Place, New York 4, N.Y. 


APPLICATION FOR ADJUSTMENT OF OCEAN FREIGHT RATE 


I oii tieniceminicceaicpeiemasnintindie NS ade ae 
occa ingen ne aie ae SS acd hs salen nce npc esac 
Commodity: ~................-.--.-.------- +--+ 2-3 --- - = = = ~~ - 
PRE OE CIUIR So icigecciednmmenninamints | 
Railroad consolidated freight classification; ---..---------------------------- 
I rca mie een re er I © eco ee een ceaaneoan 
Government classification “schedule B” no.: _._-._.. Rate of import duty: ~----- 
WR NN aa a ee eee an adhrnsnee ae amee 


I i aati ad sia i St Wb ik ich Dg hae ie ab 
Gross weight of packages: .....~......-.~..<.-.---...~.26.. ~~ ese ee 
PONIES OF PRCRNRS! cick heron osha ce Sn ce een eens 
Value fa. port of loading: $...............-<. DP Sc cienssacithdeecas taster mane si, 


OCEAN RATE DATA 
a I I i os sie ni Sl cna aac cage igen aoen eae eal a arta eb eon 


MARKET DATA 


Beareet consumes Qonrocimately GyOGrly) ? Sicecccccunccccccsccccceesnccaccs 
Approximate yearly shipments; at present: ~-------~-- PACD OTOR skein 
If competition is from other exporting countries, name the country and give 
SUPLOKIMATS COMPATINON Of C.1t. GUOTREION : ..ncnccinniniccnecccncnssnnemeee 
Raa Vi RE) or ONRCA TIONS EPPO Sn ie on reece nomnataiepmaieinminn 

(If more space is required use reverse side or attach supplementary letter 
of explanation.) 


OES Adencininamtie racine see ee 


APPENDIX © 
SHIPPING Act 1916 
(39 Stat. 728, Chapter 451, Approved September 7, 1916) 


oe Sec. 20. That it shall be unlawful for any common carrier by 
39 Stat.735.) water or other person subject to this Act, or any officer, receiver, 


trustee, lessee, agent, or employee of such carrier or person, or 
for any other person authorized by such carrier or person to 
receive information, knowingly to disclose to or permit to be 
aT. acquired by any person other than the shipper or consignee, 
shipper orcon- Without the consent of such shipper or consignee, any informa- 
signee not to tion concerning the nature, kind, quantity, destination, consignee, 
salianok ons) or routing of any property tendered or delivered to such common 
7 -arrier or other person subject to this Act for transportation in 
interstate or foreign commerce, which information may be used 
to the detriment or prejudice of such shipper or consignee, or 
which may improperly disclose his business transactions to a 
competitor, or which may be used to the detriment or prejudice 
of any carrier; and it shall also be unlawful for any person to 
solicit or knowingly receive any such information which may 

be so used. 





| 
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(Giving of in- Nothing in this Act shall be construed to prevent the giving 
formation on of such information in response to any legal process issued under 


legal process, 


etc.) the authority of any court, or to any officer or agent of the Gov- 


ernment of the United States, or of any State, Territory, District 
or possession thereof, in the exercise of his powers, or to any 
officer or other duly authorized person seeking such information 
for the prosecution of persons charged with or suspected of 
crime, or to another carrier, or its duly authorized agent, for 
the purpose of adjusting mutual traffic accounts in the ordinary 
course of business of such carriers. 


The CHairMan (presiding). Mr. Tollefson? 

Mr. Touxerson. I have just one question here. You made refer- 
ence on page 14 to the advisability of amending section 205. 

Mr. Foury. Yes, sir. 

Mr. Totierson. That could be amended without any reference to 
this dual rate problem that we have, could it not? 

Mr. Fotey. That is quite correct, but it is my impression from the 
statement made by your committee that this hearing was not neces- 
sarily confined to the dual rate problem but to a general broad in- 


vestigation of all the problems. 

Mr. Touierson. I just asked that question to preface my next sug- 
gestion ; namely, that you suggest some amended language and submit 
it to the committee with a supporting statement. 

Mr. Fortry. We would be very happy to do so because it does 
present quite a problem. 

Mr. Toitierson. That is all, Mr. Chairman. 

(The information referred to follows :) 

RIvER PLATE AND BRAZIL CONFERENCES, 
New York, N.Y., August 10, 1959. 
Hon. HersertT C. BONNER, 
Chairman, Special Subcommittee on Steamship Conferences, Committee on Mer- 
chant Marine and Fisheries, House of Representatives, Washington, D.C. 

DearR CONGRESSMAN BONNER: When I testified before your subcommittee on 
July 15 in connection with my statement concerning the fact that the application 
of section 205 of the Merchant Marine Act of 1936 might well have the effect of 
leading to “inadequate service to and from U.S. Great Lakes ports,” Congress- 
man Tollefson suggested that I submit to your committee our proposal concerning 
the modification of section 205 along with a supporting statement. 

It is our recommendation that section 205 be amended by adding the following 
language to the present section so that it would then read as follows: 

“Sec. 205. Without limiting the power and authority otherwise vested in the 
Commission, it shall be unlawful for any common carrier by water, either di- 
rectly or indirectly, through the medium of an agreement, conference, associa- 
tion, understanding, or otherwise, to prevent or attempt to prevent any other 
such carrier from serving any port designed for the accommodation of ocean- 
going vessels located on any improvement project authorized by the Congress or 
through it by any other agency of the Federal Government, lying within the 
continental limits of the United States, at the same rates which it charges at the 
nearest port already regularly served by it. The foregoing section shall not be 
applicable to common carriers serving United States Great Lakes ports.” [New 
matter in italic. ] 

Section 205 prevents common carriers through the medium of conferences from 
fixing rates which would have the effect of preventing carriers charging the 
Same rates as charged from the “nearest port already regularly served” by such 
varriers. In our own case, the River Plate and Brazil Conferences Agreement 
covers the trade from the U.S. Great Lakes ports inasmuch as the agreement 
covers the trade from ports of the United States and Canada (except Pacific 
coast ports in the United States and Canada) to ports in Uruguay, Paraguay, 
Argentina, and Brazil. The Office of Regulation of the Federal Maritime Board 
interprets section 205 as preventing a conference from fixing higher rates from 
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Great Lakes ports than are presently in existence from the U.S. Atlantic and 
gulf ports. This interpretation of section 205 leads to the anomalous situation 
that carriers, despite the greatly increased time required to transit the St. Law- 
rence Seaway, reach the various ports of the Great Lakes and to return there- 
from, the cost of additional fuel consumed by the ships, the cost of wages, 
pilotage fees, canal dues, etc., all of which are very substantial, cannot charge 
higher rates to compensate for these increased costs. 

Without being able to derive additional revenue for these heavy additional 
expenses, I have no doubt that many carriers will find that it is not feasible 
for them to serve the Great Lakes or, certainly, to give service to all the ports 
in the Great Lakes with the regularity they should have. 

It is for this reason that our lines take the position that section 205 should 
be made inapplicable to the Great Lakes. While it is true that individual 
steamship lines are not prevented from charging higher rates from the Great 
Lakes, I submit to you that no stable rate situation can long be maintained from 
the Great Lakes unless conferences are permitted to make rates which are bind 
ing on its membership. 

[I appreciate the opportunity that you have given me to amplify my original 
remarks on this subject. 

Very truly yours, 
GEORGE FF. FoLey, Chairman. 

The CuarrmMan. Mr. Downing. 

Mr. Downine. Mr. Foley, on page 10 of your statement you state 
that carriers are not protec ‘ted by the insurance. 

Mr. Fotry. That is right. 

Mr. Downrnea. But is it not true that your bill of lading limits. your 
liability ? 

Mr. Fotry. Yes. 

Mr. Downtne. What is the limit of that liability ? 

Mr. Fotry. By law it cannot be less than $500 per package. 

Mr. Downtne. It cannot be less, or more ? 

Mr. Fotry. It cannot be less. We cannot limit our liability to less 
than $500 per package. By the Carriage of Goods by Sea Act, we are 
limited to that. 

Mr. Down1na. What would be the maximum liability? 

Mr. Foury. The carrier limits himself to $500. He takes advantage 
of the law. 

Mr. Downtna. You say that all the carrier has to pay on any ship- 
ment covered by the bill of lading is $500? 

Mr. Forry. Yes, but that is the package and you get a ton of 
freight out of 20 pack: uges sometimes. 

Mr. Downtnea. What “about bulk cargo? 

Mr. Fotry. That is a problem. I am not quite sure how the lia- 
bility is handled on bulk cargo. Generally, as far as bulk cargoes are 
concerned, there is little if any liability, because it is not susceptible to 
damage, very much damage. 

You usually take coal car goes, superphosphate or sulphur cargoes. 

Mr. Downtne. I would imagine that chemical cargoes would be 
subject to damage, would they not ! 2 

Mr. Fotry. Chemical pargoes in bulk? 

Mr. Downtna. Yes, sir. 

Mr. Forry. They could be. 

Mr. Downine. But otherwise this li: ability covers individual items 
of the cargo? 

Mr. Fotry. What I am trying to bring out here in my statement 
is this. Earlier in the hearings, I got the impr: ession that some of 
the committee members believed that the shipper’s insurance covered 
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the carriers. It does not. The shipper’s right against the carriers 
for any damage or loss is subject to subrogation by underwriters 
who then sue or collect and press claims against the carriers. To 
be covered the carrier necessarily has to take out his own insurance so 
that the liability is covered two ways by insurance, one by the shippers 
and another by the carrier. I merely brought that in to indicate how 
the value of merchandise is a factor. 

Mr. Downrna. In addition, you are also protected by the bill of 
lading ? 

Mr. Fotry. Yes, by the limit on liability. 

Mr. Downtine. That is all, Mr. Chairman. 

The CuHairrman. Mr. Mailliard. 

Mr. Maiuuiarp. Mr. Foley, one question was brought to mind by 
the last part of your statement where you point out that on these 
chemicals there is no dual rate. I am a little confused. What hap- 
pens to a contract signer with regard to a product on which there 
isnodualrate. Is he still bound? 

Mr. Forry. He is bound by that, too. When he signs a contract 
with us for one commodity the contract provides that he give us not 
only that commodity but everything else he ships. 

Mr. Marmut1Arp. So that, if an individual shipper should deal in 
commodities on which there is a dual rate and also in a commodity 
on which there is an open rate 

Mr. Forry. Not open, a tariff rate. 

Mr. Matirarp. But if it is open rate, then his contract does not 
bind him ? 

Mr. Forry. Generally speaking, we do not consider that when rates 
are open they fall within the scope of the contract. We waive. 

Mr. Mariur1arp. But it would bind him on everything on which 
there is a tariff rate? 

Mr. Forry. Yes, under our form of contract. 

Mr. Marmurarp. Is that the general form of contract in most con- 
ferences as far as you know? 

Mr. Fotry. Most of the conferences, I believe, today have extended 
their contract system to cover the entire tariff with the exception of 
certain commodities. In one instance I can think of, bulk homogene- 
ous commodities shipped without mark or count, like coal, and that 
sort of thing, are excluded, but everything else is included. We have 
been holding back from extending and amending our contract system 
for about 6 or 7 or 8 years now. We have expected that this litiga- 
tion that was in process would finalize and we would have some de- 
finite determination as to where we stood on contracts. We did not 
get that until the Supreme Court decision and now we have temporary 
legislation that carries us along on our present basis until next June, 
but. we have every intention of revising our system. If permanent 
legislation is enacted giving us the legal authority to have contracts 
we intend to revise entirely our system. 

Mr. Mariurarp. Presumably to extend the dual rate to more items? 

Mr. Forry. Yes; to make it more effective. There are a lot of re- 
visions to be made. 

Back several years ago, the Federal Maritime Board, I believe, 
issued General Order 76 which required that any changes in your 
contract system had to be submitted and approved. This is quite 








1686 STEAMSHIP CONFERENCE STUDY 


some time back. We were still waiting during that time for clarifica- 
tion of the contract system through the courts before doing what we 
wanted to do. 

Then we ran into that General Order 76. We realized that, if we 
suggested any changes, the opposition to the contract system would 
immediately interpose “objections. We would then be involved in a 
hearing before the Board and another long drawn out process of 
hearings with considerable expense attached, and we just have been 
marking time waiting for the complete clarification of the situation. 

Mr. Marrxr1arp. Did the interim legislation that we passed last 
year continue in effect the dual rate system only as to the commodities 
on which that was in effect already or did it permit any conference 
that had a dual rate system to continue a dual rate system and pos- 
sibly change the commodity structure ? 

Mr. Forry. Well, I have interpreted that to mean that the system 
then in effect could be continued but if you wanted to amend your 
system in any way during the period of the interim legislation, I 
believe you would have to process it with the Federal Maritime Board 
and run into the same sort of objection and hearing that I just spoke 
of. That is my understanding of it. 

Mr. Matuurarp. That is all, Mr. Chairman. 

The CuatrmMan. Mr. Johnson. 

Mr. Jounson. Mr. Foley, what in your opinion would be the im- 
pact, if any, on the carriers of your conferences if Congress fails to 
pass legislation authorizing the continuing of the conference system 
with the tying feature? 

Mr. Fotry. Well, that is a personal view that I would have to give 
you on that. I believe at least five members of our conferences would 
resign. We would probably have an open rate situation. 

Mr. Jonnson. Would that be the extent, the resignation of the 
five members ? 

Mr. Fotry. No; I think that would force, actually, dissolution of 
the conferences. 

Mr. Jounson. What resulting effect would it have on the individual 
lines? 

Mr. Fotry. There would be a rate war and chaos. 

Mr. Jonnson. A rate war. 

I have no further questions. 

The CuarrmMan. Have you finished, Mr. Johnson ? 

Mr. Jounson. Yes, sir. 

The Cuatrman. Mr. Glenn. 

Mr. Guenn. I have no questions. 

The Cuatrman. Mr. Zincke. 

Mr. Zincxe. Mr. Foley, your Brazil River Plate Conference handles 
a very substantial part ‘of the green coffee imports into the United 
States, does it not? 

Mr. Forry. We handle all of the imports of green coffee into the 
United States, Gulf, and Atlantic. 

Mr. Zincxe. From Brazil? 

Mr. Fortey. From Brazil. 

Mr. Zincxe. But not Central America? 

Mr. Fotxy. Not Central America. 

Mr. Zincxr. But what percentage of the total green coffee imports 
to the United States do you handle, roughly ? 
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Mr. Fotry. Of green coffee imports into the United States ? 

Mr. Zincke. Yes, sir. 

Mr. Forry. We handle ranging between 6,900,000 bags and almost 
9 million bags a year. It would be somewhere in there, depending on 
the volume movement, between those figures. 

Mr. Zincxe. That is handled under an open rate? 

Mr. Forry. No, it is handled under a closed rate. 

Mr. ZinckKe. It isa contract dual rate ? 

Mr. Fotry. No, it is not. 

Mr. Zincke. It isasingle rate ? 

Mr. Fotry. A single rate. 

Mr. Zincke. How long hasasingle rate been in effect on that ? 

Mr. Fotry. Always. 

Mr. Zinckr. On page 4 of your statement, you enumerate a very 
substantial number of benefits of a contract system. In many of your 
conferences you limit your contract system to a relatively few items, 
do you not ¢ 

Mr. Fotey. That is right. 

Mr. Zrncxe. Well, does that mean that on the items on which you 
do not have such a contract system or in conferences that do not have 
such a contract system that these benefits do not exist? 

Mr. Fotry. No, not at all. 

Mr. Zincxe. They exist regardless of the existence of a contract 
system, do they not ? 

Mr. Fotry. Yes, to the extent that the cargo moves in that area. We 
do have a contract system northbound on some very key commodities. 

Mr. Zr1ncke. But do you have any of your conferences that do not 
use a contract system ? 

Mr. Fotry. Only one; the Northbound Reefer Conference, much to 
our regret, has not got a contract system. 

Mr. Zincxr. But that furnishes the general benefits that you have 
listed under those of the contract system ? 

Mr. Forry. That is, of course, a very limited thing and it has not 
furnished the same benefits because, as I illustrated here, with the non- 
conference competition those lines faced, it disturbed the market, 
disturbed the rates, and created discrimination between consignees and 
shippers, in that rates were different. 

Mr. Zincxe. You are familiar with various conferences or at least 
some conferences that do not utilize a contract system, are you not ? 

Mr. Fortry. Furthermore, let me answer that last question a little 
further, if I may. The outside competition came in on a hit-and-run 
basis so there was no permanent benefit to the shippers regularly en- 

gaged in shipping in that trade or the American importers regularly 
importing in that trade. 

Mr. Zinckr. But coming back to my question, you are familiar with 
some conferences that do not utilize a contract system ? 

Mr. Forry. I know there are such conferences but I would not say 
that I was familiar with their operations. 

Mr. Zincke. Can you point out which of these items that begin at 
the bottom of page 4 and continue through page 5 that a conference 
without a contract system does not supply ’ ¢ 

Mr. Fotry. Well, I would suggest that those benefits in there are not 
assured to anybody in a trade where that contract system is not 
prevalent. 
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Mr. Zincke. You mean there is no regularity of service? 

Mr. Forry. They are not assured of it. They do not have that 
same assurance. 

Mr. Zincxe. What is the basis of the assurance in a contract 
conference ? 

Mr. Fotry. Stability, stability and the normal practice of the lines 
operating in that trade, the guarantee of an advance period of firm 

rates for every shipper ‘and all of these other various things. 

Mr. Zrvcxe. But we are coming back to the regularity of service. 
It is your assertion that a conference without a contract system does 
not furnish regularity of service ? 

Mr. Fotry. No, I do not say that at all. There may be places where 
a contract system is not essential in areas where, for other reasons, 
such tie-in is not necessary, but I think in any large volume trade 
it is necessary. 

Mr. Zincke. You say under “Stability of Rates Over Long Periods 
of Time,” your B. 1— 

Removes inconvenience which would exist if merchants were obliged to quote 
different propositions on nearly every consignment thus eliminating undesirable 
speculative risk under open rate system. 

Is it your contention that that exists under conferences that do not 
have acontract system ? 

Mr. Forry. I do not contend, Mr. Zincke, that that exists in every 
trade but I do contend that a contract system gives that assurance 
against that thing where a contract system is in existence. 

Mr. Zincxe. But such a condition can exist or it possibly does exist 
in conferences without a contract system ? 

Mr. Fotry. Yes, it could be that in a given trade where you simply 
had lines operating in a common conference agreement that nothing 
might ever happen, but there is always a threat that it will and can. 

Mr. Zincxr. Now, you talk about uniform rates to all shippers. 
Is that not a characteristic of all conferences whether they have con- 
tracts or not? 

Mr. Fotry. Not necessarily for the same periods. 

Mr. Zincke. Would you explain that briefly ? 

Mr. Fotry. Yes, where you do not have a contractual obligation 
to the shipper against change in rate you can change your rate without 
notice. 

Mr. Zincke. But at any given moment the rates are uniform to all 
shippers, are they not ? 

Mr. Fotry. At a given moment they probably are, but he is not 
assured of the same rate. 

Mr. Zincxe. He is not assured of the same rate ? 

Mr. Fotry. Except that day, on that particular day 

Mr. Zincke. Will you look at your paragraph 1 under C on page 5: 

Uniform rates protect the small against the large shippers, and relieve all from 
the effects of underhand discrimination. 

Is it your contention that such a situation exists in a noncontract 
conference, that there is underhand discrimination in a noncontract 
conference ? 


Mr. Fotxy. No, but I say the system does protect against that 
possibility, 
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Mr. Zincke. Is it your contention that uniform rates do not exist 
in favor of small against large shippers in a noncontract conference ? 

Mr. Fotry. No, I do not contend that, but again I reiterate that 
he does not have that assurance. 

Mr. Zincker. You are simply saying that a contract gives a greater 
degree of assurance ? 

Mr. Fotry. A much greater degree, complete almost. 

Mr. Zincke. But other than the assurance the same situation exists? 

Mr. Fotry. No. A small shipper in a conference where there is no 
contractual obligation, a small shipper might make a shipment today 
at a given rate and a large shipper come in with a large volume of 
business and the rates would ch: ange immediately to take care of him 
because it is a nice, big volume of business. 

Mr. Zincke. And you would say that on the same ship, for example, 
the cargo would move at two different rates depending on the size of 
the shipment ? 

Mr. Fotry. I believe that is a matter of record with the Board with 
filing of rates that it has existed on an independent line. 

Mr. Zincken. We are talking about a noncontract conference now, 
sir. Is it your contention that a small shipment on a given vessel 
moves or can move at a different rate from a large shipment on the 
same vessel ? 

Mr. Fotey. No, I do not contend that. 

Mr. Zincke. Well, the situation is the same, then, as with a contract 
conference ¢ 

Mr. Forry. No, not at all. You have that assurance against that 
possibility. 

Mr. Zincxe. And there is no such assurance against that possibility 
in a noncontract conference ? 

Mr. Forry. Not necessarily. There is no contractual obligation in 
connection with that with the shipper. 

Mr. Zincke. Now, with respect to your figures on movement of phos- 
phate and potash, to what extent if any do the increases since 1954 
represent Government shipments, do you know ? 

Mr. Fotry. Government shipments or Government purchases ? 

Mr. Zincke. Government purchases or shipments. 

Mr. Fotry. No. I do not know. I do know that sales to Brazil are 
very well regulated by the Brazilian Government. 

Mr. Zincke. So that it is entirely possible that Mr. Arnholz’ state- 
ment with respect to the drying up of the commercial business could 
be consistent with the increase in shipments, is it not? 

Mr. Forxry. I do not believe so. 

Mr. Zincker. Well, it is possible, is it not? 

Mr. Forry. Anything is possible. 

Mr. ZINCKE. Subject t to check ? 

Mr. Fotry. I do not think it is very probable because it is my under- 
standing that practically all of these shipments of fertilizers of this 
type, this commodity you are talking about, were made on a commercial 
basis to commercial companies in Brazil. 

Mr. Zrncxe. But has there been any change since about 1954 and 
1955 with respect to governmental activity in that field? 

Mr. Fotry. Yes, there has been, 
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Mr. Zincxe. And it has increased governmental activity, has it 
not ? q 

Mr. Fotry. With respect to certain features, yes. 

Mr. Zincxe. With respect to shipments? 

Mr. Fo.try. Yes, there has been a recent decree issued in Brazil, 
if that is what you are seeking to have me tell you about. 

Mr. Zincke. No, sir. I am not. I am simply seeking to deter- 
mine whether Mr. Arnholz’ statement would be consistent with an 
increase in shipments. He said that the commercial shipments had 
dried up by reason of your increase in ne 

Mr. Fotry. Now that I think it over, I do not believe there were 
any Government shipments of that fertilizer that I know of. I think 
it is all commercial business. 

Mr. Zincxe. It is purchased by the Brazilian Government cr 
through the Government ? 

Mr. Fotry. No, it is not. It is purchased by Brazilian importers 
who have aid from the Brazilian Government and, in answer to your 
last question, pertaining to that, I should like to point out that the 
Brazilian Government has many types of exchange. They are so 
manifold that it is very difficult for anybody but an expert or some- 
one living with it daily to fully understand it. I tried to explain 
it to one person and about the middle of it I said, “Do you follow 
me?” and he said, “No, I lost you about five minutes ago.” 

But there are different methods of exchange that the Brazilian 
Government gives to its importers. That varies in different categor- 
ies and how it is done. Insofar as certain items that they regard 
as basic, such as newsprint and fertilizer, they give what they call a 
subsidized rate of exc hange to the importer. In other words, he 
can buy his dollars to pay for that for less cruzeiros than anyone 
else pays to buy other materials. In answer to your question, and 
I want to be sure that I answer that, they have recently ruled that 
where such purchases are made by subsidized Government funds those 
shipments must come forward on Brazilian-flag vessels. 

Mr. Zincke. Now, with respect to that comparison you made on 
page 22 of $3.27 per ton stevedoring on fertilizer as against $1 in 
Europe, the $3.27 rate is in line with American charges in other ports, 
is it not ? 

Mr. Fotry. Yes, I believe it is. 

Mr. Zrncxe. In fact, it is a little lower, is it not ? 

Mr. Fotry. No, I do not think so. In fact, they have asked for 
$5.27 on some of the shipments. 

Mr. Zincxe. Going back to coffee for one minute, you have always 
had a single rate on coffee, have you not? You have never had a 
contract rate on coffee ? 

Mr. Fotry. That is right. 

Mr. Zrxcxe. And have you had any unfavorable experience by 
reason of the fact that you did not have a contract rate on coffee ? 

Mr. Fotry. Yes, some years ago we did. 

Mr. Zincke. How many years ago! 

Mr. Fotry. Oh, that is way back before World War II. 

Mr. Zrncxe. Since World War II, you have had no unfavorable 
experiences by reason of the absence of contract rates on coffee? 

Mr. Fotry. ‘No, we have not and there are reasons for that, reasons 
that do not generally apply. If you are going to impute from that 
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fact that that could apply to everything, I should like to point out 
that there are special features applying to coffee that do not apply 
necessarily to other things. Coffee is a high-priced edible commodity 
that requires expert handling. The coffee trade requires fast and 
frequent service. We have vessels on berth in the coffee trade in 
Brazil practically every minute, sailings, with these four hundred 
some-odd, at least one a day. ‘The coffee trade requires that type of 
thing and they will not entrust this edible commodity to outsiders 
who are not experienced in the handling of it. That has been our 
experience in the matter. It is high priced and you have regulations 
here from the Pure Food and Drug people where, if a coffee bag leaks 
for any reason at all and the coffee touches the skin of the ship or 
the dock, that coffee is condemned. It cannot be used here for any- 
thing except caffein extraction. 

The coffee trade is paying a pretty high price. The set price down 
there is 33 cents a pound. It is edible and these people here require 
fast service so they can keep their inventories down on a high-priced 
commodity, and those conditions are such that we have not found 
it necessary to put in a contract system. 

Mr. Zrncke. In other words, you sell your shippers, or in this case 
the receivers, on the fact that you render excellent and expeditious 
service and careful handling? 

Mr. Fotey. To meet their needs. 

Mr. Zincxe. And meet their needs and that is sufficient without 
a tie? 

Mr. Forry. I could let you in on a secret but the coffee trade might 
not like this; that we have often thought of putting one in but we 
were getting along very nicely, the coffee rate is stable and, when you 
go to someone to seek a change and ask for a contract, he wants some 
quid pro quo and I imagine in the negotiations we would lose some 
of our rate, to be frank with you. I hope they do not read too much 
of this record and find that out. 

Mr. Zincxe. That is all. 

The Cuatrman. Mr. Cowen. 

Mr. Cowen. Mr. Foley, relative to your comment on page 13 on 
the litigation involving American Union Transport and your con- 
ference, based on the possible payment of the brokerage, what were 
the circumstances surrounding that case? Would you recite them? 

Mr. Fotry. Well, there is quite a court record on that and the 
Board hearing record. The American Union Transport Co. operates 
in many categories. It operates as a freight forwarder, a freight 
broker, a ship operator, ship charterer. It finances cargo and so 
forth, and in these particular circumstances they went to Brazil and 
attempted to secure the business for their own ships. 

We, through our Brazilian representative, directly competed and 
directly closed the business. 

Later on, the people down there appointed them what they call 
a freight broker or freight forwarder and we held that since they 

verformed no service for our lines that they had not earned any 

beuthien 

We ruled collectively, too, that we would not pay brokerage on 
that particular business because of these factors. 

That collective action was construed by the Board in its findings 
as being a separate section 15 agreement although our basic agree- 
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ment says specifically and clearly that we will meet, pass upon, and 
regulate matters pertaining to brokerage. The only reason we 
put this in here is to bring to the attention of your committee that, 
in the general language of an agreement the Board has approved, 
you may believe that you have the authority and power to operate 
within that particular sphere, but the Board if it decides that your 
action has not been proper can say, “Well, that is a separate section 15 
agreement that has not been filed down “here and approved,” so that 
you are never sure in these circumstances as to just what you can 
do under your agreement. 

Mr. Cowen. Then, in the specific instance, what service had they 
performed thi . they claimed was a brokerage service ? 

Mr. Fotry. I do not know. They claimed all sorts of services in 
the initial hearings, that they had brought the business to the lines. 
Without the record in front of me, I would not care to repeat for 
the record here the specific claims of that because it is all involved 
in this case. We would be very glad to furnish the full details of 
the complaint, the reply, and the whole action. 

Mr. Cowen. That would not be necessary, sir, but I believe that 
was the instant case in which the court set what had been the historical 
brokerage fee. 

Mr. Fotry. The Board found that certain specific items were not 
performed by the forwarder for the carrier but performed by the 
forwarder for the shipper, and they were not services to the vessel, 
and the court confirmed that. That is the case. 

Mr. Cowen. I have one question, on page 3, sir, relative to the con- 
tracts which you have set out for the various conferences which you 
represent. The contracts contain no provision for liquidated dam- 
ages. Why do you differ in your conference contract from the other 
contracts which do contain such ? 

Mr. Fotry. On advice of our counsel. 

Mr. Cowen. And some of these contracts have been in existence for 
quite a number of years ? 

Mr. Fotry. We have changed from time to time. This is not the 
same form of contracts. We have changed that. 

We used to have some pretty strenuous clauses in there that, as 
I recall it, our attorneys beleived were penalty clauses and, since they 
were penalty clauses, the courts probably would not uphold them, 
so that we have removed what we call penalty clauses and we are down 
to a reimbursement for loss. 

Mr. Cowen. If you know, sir, at what time relatively were the 
liquidated damage provisions removed from your contract? 

Mr. Forry. I think that is prior to World War II, back in thai 
area somewhere, way back. 

Mr. Cowen. So your counsel felt that that provision was not neces- 
sary at all and had no legal basis ? 

Mr. Forry. I do not know what his exact feelings were, but he ad- 
vised us to take it out and put this clause in and we followed his 
advice. 

The Cuarrman. Are there any further questions ? 

Thank you. 

Mr. Fotry. Thank you, sir. 

The CHamman. That will conclude the hear ing today. 
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The next hearing on this subject will be held on Wednesday of 
> d 
next week. 

(Whereupon, at 12:55 p.m., the committee was adjourned until 10 
a.m., Wednesday, July 22, 1959.) 

(The following was furnished for insertion. ) 

JULY 23, 1959. 

Hon. HERBERT C. BONNER, 

Chairman, House Committee on Merchant Marine and Fisheries, Special Sub- 
committee on Steamship Conferences, House Office Building, Washington, 
DC. 

DEAR Str: My attention has been called to the testimony of Mr. George F. 
Foley before your committee on July 15. I consider it necessary to comment 
on that part of his testimony which has reference to my testimony made to 
your committee on April 8. 

I am, therefore, enclosing herewith a statement and would appreciate your 
arranging to have it made part of the record. 

Thanking you for the opportunity that you have afforded me in this matter, 
I remain, 

Very truly yours, 
CHEMOLEUM COoRP., 
Tuomas A. ARNHOLZ, President. 


SUPPLEMENTARY STATEMENT OF THOMAS A. ARNHOLZ, PRESIDENT OF 
CHEMOLEUM CorpP., NEW York, N.Y. 


I am reluctant to add to what must be a very voluminous record bearing on 
your investigation of the exclusive patronage conference system. However, I 
believe that the statement made before your committee on July 15, 1959, by Mr. 
George F. Foley requires some comment on my part. Mr. Foley’s statement is 
so full of factual inaccuracies that I consider it necessary to refer to that 
portion of his statement bearing on my testimony of April 8, 1959, before your 
committee. 

I. ln an attempt to disprove my statement that the conference increase in 
potash rates virtually destroyed our export business to Brazil, Mr. Foley cites 
annual figures published by the Bureau of Census, when evidently only monthly 
figures could tell the true story in the light of the fact that the increase went 
into effect in the middle of the year. Parenthetically, I should like te mention 
that an error had crept into my testimony of April 8, 1959, when I referred to 
an increase in the year 1955. The increase to which I had reference was the one 
which took place in 1956. 

Specifically, Mr. Foley quotes figures to show that Brazil imported the follow- 
ing tonnages of potash: 


Tons 
I th ae a a lee ce 
i a a a a cee ae 19, 605 
CT I a i NR ca cal ae aa == 10, uae 
a a el ed dea ce can end aca al _ 56, 144 


He draws the conclusion that, since the freight rate was increased in 1956, the 
increase did not prove detrimental to exporters in that the 1956 figures failed to 
show any significant change in comparison to the 1955 figures. I should like to 
submit monthly statistics as published by the very same Bureau of Census quoted 
by Mr. Foley in order to show the actual impact of the freight increase in ques- 
tion on potash exports to Brazil. 

This increase went into effect on August 6, 1956. In the period from January 
through July 1956, Brazil imported 14,836 tons of potash from this country. 
This works out roughly to a monthly average of 2,100 tons. The Bureau of 
Census figures reveal the following potash exports to Brazil after the increase: 


Tons 
RTI Na aici stn eS ns cic ec meg ohms <i plo nn re ee om aa 301 
September 10006... 0.8 3 wise nn in een Sane enn sno 602 
a a te semen Sema emma aon ere eee 962 
Tn RIN a ica tc alvlng SO el SO Ila 1,439 
Maa Na csi ec iin Se la bk uk oc cl ca Se eal alae 1,465 
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Thus the average for the 5 months after the increase is 800 tons monthly, 
This, of course, represents a substantial decline in exports. 

Let us now see what happened in 1957. As pressure built up through inde- 
pendent freight competition, the conference reduced the potash rate on July 17, 
1957. The monthly figures for 1957 show the following: In the 7-month period 
running from January through July 1957, this country exported a total of 9,660 
tons of potash to Brazil according to Bureau of Census statistics. However, out 
of this total 5,500 tons went forward on a chartered vessel outside the confer- 
ence. Hence, conference vessels carried 4,160 tons for an average of slightly 
less than 600 tons monthly, i.e., less than one-hird of the 1956 monthly average 
of 2,100 tons carried prior to the freight increase. 

Rates on potash were successively reduced in direct proportion to increased 
competition from independents. On July 17, 1957, the rate was reduced from 
$22 per ton to $20 per ton. On November 20, the rate was further reduced to 
$17. On December 23, the rate was again reduced to $16. On April 18, 1958, 
another decrease took place, this time to $14 per ton. Later on in 1958, the 
rate was finally adjusted to $13 berth or $7 f.i.o., shipper’s option. What was 
the effect of this decrease? This country exported 56,144 tons of potash to 
Brazil in 1958 or roughly three times the 1956 and 1957 tonnages. Put in dif- 
ferent terms, the monthly average went up to over 4,600 tons, compared with 
600 tons which was the monthly average for the first 7 months of 1957 
which the conference maintained an arbitrarily and unrealistically high rate. 
This represents practically an eightfold increase in exports. 

I think Mr. Foley’s highly biased treatment of this matter is misleading in the 
extreme and is in itself symptomatic of what I have emphasized in my previous 
testimony: The general and vast indifference on the part of the conference to 
recognize the just needs of American exporters. The potash industry in this 
country is of considerable importance to the economic welfare of this country. 
It depends on export business to an appreciable extent. A conference policy 
that virtually impedes exports of potash is obviously injurious to this industry 
in particular and to the U.S. economy as a whole. 

II. Mr. Foley’s reference to caustic soda is no less misleading. The freight 
rate on this commodity was increased on March 18, 1957. According to Bureau 
of Census figures, this country exported to Brazil 31,500,000 pounds of caustic 
soda in the first quarter of 1957, i.e., prior to the freight increase. The figure 
for the balance of the year is 52 million pounds, or 17 million pounds per quarter. 
Hence exports declined by almost 50 percent following the freight increase in 
question. 

It may be significant to point out that Mr. Foley stated in his testimony that 
as a result of competition from tramp vessels, the conference subsequently re- 
duced the freight rate from $24 to $18.90 and later on to $16. This fully sup- 
ports the theme that is basic to my previous testimony when I stated that without 
independent competition, the conference would maintain rates at arbitrary and 
excessive levels. The Bureau of Census figures substantiate the loss to American 
industry resulting directly from the March 18, 1957, freight increase on caustic 
soda. Equilibrium of sorts was brought about by the subsequent freight reduc- 
tions which, as Mr. Foley, himself, admits, resulted from independent competition. 
If the dual rate system were permanently legalized, thus eliminating independent 
competition, rates would be maintained at excessive levels—as inferentially 
admitted by Mr. Foley—to the detriment of American exporters and American 
industry as a whole. In this particular example, it stands to reason that had 
it not been for independent competition, American exporters would still be 
penalized today with a freight rate, the net result of which is tantamount to a 
50-percent reduction of U.S. exports of caustic soda. 

Iil. I am afraid that Mr. Foley’s treatment of Mr. Robert W. Peabody’s testi- 
mony is no more accurate. As the conference of which Mr. Foley is chairman 
has carried tens of thousands of tons of Smith-Douglass superphosphate, he 
must be fully aware of the fact that Mr. Peabody’s reference was to single super- 
phosphate for the very simple reason that Smith-Douglass is a producer of single 
superphosphate only. In citing his satistics, Mr. Foley adds single super- 
phosphate figures to triple superphosphate figures, thus coming up with figures 
that may have suited his purpose, but certainly created a less than factual 
picture. Mr. Peabody was exclusively concerned with the impact of the freight 
increase on single superphosphate. Mr. Foley, by combining single and triple 
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superphosphate figures, attempts to convey the impression that exports of 
superphosphate actually increased in spite of freight increase. Let us take 
a little closer look at these statistics. The Bureau of Census figures show the 
following exports of triple superphosphate to Brazil for the years to which 
Mr. Foley refers: 


Tons 
TO oe. pa een ekeee aba eae eee eae 29, 782 
TN haat dec oaeacsiiis nae enn ececininn chk tens ce ath lah ip wea ies ate eink nase ace 45, 876 
TOE aainiste ieee oneal aa eae 68, 612 


Hence the increase in exports was applicable to triple superphosphate. On 
the other hand, the picture on single superphosphate exports to Brazil is as 
follows: 


Tons 
TT hci cca cea se a 49, 033 
ca eigen parser it ccs a ac cen in migra eevee ooh aoe boca alla ae clednae eae 59, S86 
FIDE sins sn ec csi a nl sss cece cil Sst ee ata ai 51, 421 


In order to evaluate properly the above figures on single superphosphate, we 
should like to cite some additional figures. The rate on single superphosphate 
was increased on August 6, 1956. Mr. Peabody testified correctly that this in- 
erease was prejudicial to the movement of American superphosphate to Brazil. 
The Bureau of Census figures show that in the first 8 months of 1956, i.e., prior to 
the increase, American exports of single superphosphate to Brazil totaled roughly 
47,000 tons, for a monthly average of about 5,900 tons. In the last four months of 
1956, i.e. after the freight increase had gone into effect, total exports were 12,000 
tons, for a monthly average of 3,000 tons. Hence exports were practically 
halved as a consequence of the conference freight increase. 

IV. In my April 8 testimony, I had suggested the possibility of undue influ- 
ence on conference decisions brought about by lines with a stake in service 
from European to Brazilian ports. Mr. Foley takes issue with my testimony by 
declaring that only 4 out of the 16 members of his conference are European 
lines maintaining service from Europe to east coast South American ports. 
Let us look at this statement a little more closely : 

The membership in the East Coast South American Conference is actually 
17 and not 16 as indicated by Mr. Foley. However, to the best of our knowl- 
edge, two members do not actually maintain any service at all, namely Northern 

*an American Line and Osaka Shosan Kaisha. The third line, Dovar S. A., 
merely maintains a service to and up the Amazon River, and thus have no 
stake in service to the main ports of Brazil with which we are concerned. Thus 
the actual membership, i.e., members that maintain regular service, reduces 
to 4. Of these 14, the following lines maintain a competitive service from 
Europe to Brazil: 

The Booth Steamship Co., Ltd. 

Columbus Line. 

Flota Argentina de Navegacion da Ultramar. 

Flota Mercante del Estado. 

Holland Interameric¢a Line. 

Lamport & Holt Line, Ltd. 

Lloyd Brasileiro. 
Thus not 25 percent as Mr. Foley states, but 50 percent of the conference mem- 
bership has a definite and demonstrable stake in cargo movement from Europe 
to Brazil. Moreover, it should perhaps be pointed out that it is extremely dif- 
ficult to trace possible interrelationships between European carriers. It is at 
least possible that some of the other European lines operating from here to 
Brazil may have some connection with lines operating from Europe to Brazil 
ports. An investigation along these lines might perhaps be indicated. 

At any rate, it is certainly instructive to note that out of 14 active members 
in this conference, there are only 2 American lines, while we have 9 European 
and 3 Latin American lines. It seems at least open to doubt whether a con- 
ference showing this kind of membership composition is the best guardian of the 
interests of American exporters and of American industry. 

V. Lastly, I should like to comment briefly on Mr. Foley’s statement that my 
company has violated its contract with the River Plate and Brazil Conferences. 
It seems to me that Mr. Foley might be wise to head the admonition that people 
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who live in glass houses shouldn’t throw stones. As chairman of the confer- 
ences, Mr. Foley must be very well acquainted with the fact that the courts have 
refused to uphold the conference interpretation of what represents violation 
of a contract agreement. In fact, it is my understanding that the courts have 
held (vide River Plate and Brazil Conferences v. Pressed Steel Car Co.) that 
it is the conference that is in violation of section 15 of the Shipping Act of 
1916. In the light of these facts, it seems neither fair nor reasonable on Mr. 
Foley’s part to impugn the position that my company has taken in this matter. 

I shall be pleased to enlarge on this statement or provide the committee with 
any further information that may be germane to this matter. 
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WEDNESDAY, JULY 22, 1959 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at. 10 a.m., pursuant to adjournment, in room 
219, Old House Office Building, Hon. Herbert C. Bonner, chairman, 
presiding. 

Present: Representatives Bonner, Garmatz, Zelenko, Downing, 
Johnson, Tollefson, Mailliard, and Glenn. 

Staff members present: Robert Cowen, counsel; Bernard J. Zincke, 
counsel; and Frances Still, assistant clerk. 

The Cuarman. The committee will come to order. 

The first witness this morning is Mr. James A. Kenny of the Dow 
Chemical Co. Come right up, sir. 


STATEMENT OF JAMES A. KENNY, COORDINATOR OF FOREIGN 
TRAFFIC, THE DOW CHEMICAL CO. 


Mr. Kenny. Mr. Chairman and members of the subcommittee, my 
name is James A. Kenny, and I appear on behalf of the Dow Chemical 
Co., Midland, Mich. I am Coordinator of Foreign Traffic for the 
Dow Chemical Co. and its subsidiary companies which include Dow 
Chemical International Limited S.A. and Dow Chemical Inter- 
American Limited. 

I have been associated with the Dow Chemical Co. and its related 
subsidiaries in the development and operation of foreign traffic since 
March 1952, and I have been employed in my present capacity since 
June 1956. 

The Dow Chemical Co. manufactures a diversified line of organic 
ne inorganic chemicals, plastics and magnesium. In the early years 

the business was essentially confined to chemical products derived 
from native brine deposits in central Michigan. This has been prog- 
ressively expanded and today Dow’s line of chemical products covers 
a wide range, with the products generally grouped into four major 
classifications: chemicals, agricultural chemicals, plastics and mag- 
nesium. 

The company operates manufacturing plants in Michigan, Texas, 
California, Connecticut, Louisiana, Illinois, Missouri, Ohio, Okla- 
homa, and Virginia, and a wholly owned subsidiary operates plants 
in Canada. Other subsidiaries and associated companies are located 
in Argentina, Australia, England, India, Japan, Mexico, the Nether- 
lands and Venezuela. he locations of the manufacturing facilities, 
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particularly in the United States and Canada, make them adaptable 
for originating foreign shipments from Atlantic ports, gulf ports, 
Pacific ports and Great Lakes ports. Dow, in addition to these manu- 
facturing facilities, stores materials at approximately 12 major loca- 
tions or terminals located in the United States and Canada to facilitate 
the shipping of products in foreign trade. In making foreign ship- 
ments the company reviews these manufacturing and storage facilities 
located throughout the United States and Canada to determine the 
most economical method to be used and shipment of products origi- 
nates from the economic point chosen. 

The company exports in foreign trade approximately 150,000 tons 
of various chemicals a year throughout the world on conference vessels, 
In addition the company operates two tank vessels, one of 12,500 tons 
and one of 17,000 tons cargo capacity. One vessel serves the company’s 
subsidiary and related terminal in the Netherlands approximately 
four times a year. The company also charters tankers for the export 
of liquid chemicals. Last year approximately 110,000 tons were moved 
by this means by the chartering of 15 to 20 tank vessels, 

The company is primarily a conference shipper and has entered 
into 33 signed conference freight agreements giving the company 
worldwide coverage. Dow or its subsidiaries have signed conference 
agreements in United States, Canada and Europe. 

It is my responsibility to coordinate and expedite the foreign ship- 
ment and delivery of the products of the Dow Chemical Co. and its 
related subsidiaries and to recommend future traffic and shipping pat- 
terns as they relate to economics and service. I have a direct responsi- 
bility for the negotiation of conference agreements, the negotiation of 
rates and classifications, the chartering of vessels and establishing 
distribution patterns. 

The Dow Chemical Co. is in favor of the principle of the confer- 
ence contract system of ocean carriage, as well as the dual rate system 
provided certain provisions and regulations are more clearly defined 
and modified to promote healthy competition and to protect the equity 
of U.S. shippers. I am familiar with the testimony presented 
in behalf of the National Industrial Traffic League before this com- 
mittee in Chicago May 27, 1959, and we fully support their position. 
However, in line with the recommended changes proposed by the 
National Industrial Traffic League, I would like to present the fol- 
lowing examples of the problems experienced by the Dow Chemical Co. 
under the present system which we feel must be resolved in the legis- 
lation under consideration. 


1. EXEMPTIONS 


Our company operates two tank vessels for the carriage of chemicals 
and chemical products. We contend that shipment of our own prod- 














| 
; ‘ 
| c 





ucts in such ships should in no way be considered in violation of any | 


conference agreement. The terms of the Pacific Westbound Confer- 
ence Petroleum Contract Rate Agreement support us in this position, 
a copy of which is attached hereto and marked exhibit A, and contains 
the following: 


Article 13. It is also mutually agreed that the shipment of the shipper’s own 
petroleum or petroleum products in vessels owned or wholly chartered by them 
will not be considered a violation of this agreement. 
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We have endeavored over the past several years to maintain this 
position and to exempt the carriage of our own chemicals and chemical 
products on our own, or chartered vessels under similar conditions. 
Rather than use the broad exemption as indicated in article 13 quoted 
above we had proposed very definitive exceptions to each conference 
as follows: 

(1) Dow tank vessels: This agreement is made subject to the 
conditions that shipment by the shipper, or its affiliates or subsidiary 
companies, of bulk liquid or packaged cargoes consisting of the prod- 
ucts of the Dow Chemical Co. exclusively, in tank vessels owned by the 
shipper, or its affiliates or subsidiary companies, or chartered by the 
shipper, or its affiliates or subsidiary companies, on consecutive voyage 

charters of 6 month’s duration or longer, shall not constitute a 
ead or violation of this agreement. 

(2) Other than Dow tank vessels: This agreement is made sub- 
ject to the conditions that shipment by the shipper, or its affiliates or 
subsidiary companies, of bulk liquid or packaged cargoes, consisting 
of the products of the Dow Chemical Co. exclusively, in tank vessels 
chartered by the shipper, or its affiliates or subsidiary companies, on 
voyage, single or consecutive trips or time, shall not constitute a breach 
or Vv iolation of this agreement. 

(3) Dry cargo vessels: This agreement is made subject to the con- 
ditions that shipment by the shipper, or its affiliates or subsidiary 
companies of bulk packaged cargo in lots of 10,000 tons or more, con- 
sisting of the products of the Dow Chemical Co. exc lusively, in dry 
cargo vessels chartered by the shipper, or its affiliates or subsidiary 
companies, on voyage, single or consecutive trips or time, shall not 
constitute a breach or violation of this agreement. 

The following conferences have refused to exempt from their con- 
ference agreements the pees of our own products in our own 
vessels under the exemptions 1, 2, and 3 above as proposed by us: 

Pacific Westbound Conference; Atlantic and Gulf-Indonesia Con- 
ference; India, Pakistan, Ceylon, and Burma Outward Freight Con- 
ference: Atlantic and Gulf-Singapore, Malaya, and Thailand 
Conference; Pacific Straits Conference. 

We have yet to receive the views of the following conferences al- 
though we requested such exemptions well over a year ago: Pacific 
Coast. European Conference; Pacific West Coast of South America 
Conference; Pacific Coast River Plate Brazil Conference; Pacific 
Coast Panama Canal Freight Conference; Pacific Coast Mexico 
Freight Conference; Pacific Coast Caribbean Seaports Conference; 
Capea Freight Conference. 

The following conference included all three exemptions in our con- 
ference agreement : Gulf South Atlantic Havana Steamship 
Conference. 

The following conferences included exemption clauses 1 and 2 above 
in our conference agreement: Gulf-Mediterranean Ports Conference; 
Gulf/French Atlantic Hamburg Range Freight Conference. 

The following conferences included exemption clause 1 above in our 
conference agreement, but modified it to cover specific commodities: 
East Coast Colombia Conference; Atlantic and Gulf-Venezuela and 
Netherlands Antilles Conference; Atlantic and Gulf-West Coast of 
South America Conference; Atlantic and Gulf Ports-Jamaica 
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(B.W.I.) Steamship Conference; Atlantic and Gulf-Panama Canal 
Zone, Colon, and Panama City Conference ; Atlantic and Gulf-West 
Coast of Central American, and Mexico Conference ; Santiago de Cuba 
Conference. 

We believe the general exemption for petroleum and petroleum 


| 
i 


CS ts as contained i in the Pacific Westbound Conference Petroleum | 


*roducts Contract Rate Agreement Article 13, should be equally appli- 
cable to chemicals and chemical products. Many chemicals produced 
by the Dow Chemical Co. are also produced by the major oil companies, 


Many of these chemicals can be transported in clean oil tankers. We | 


contend that exemptions of this nature should be uniformly accepted 
by all conferences. 
2, MEASUREMENTS 


A substantial portion of our shipments are plastic products which 
are packaged in bags or drums. These products for a given customer 
can originate for shipments from either of the Pacific, Atlantic, Gulf, 
or Lake ports. The ocean freight rates which are established, in the 
main, are based on weight or measurement. That is on the weight 
ton of 2,000 pounds or 2.240 pounds, as the case may be, or 40 cubic 
feet whichever accrues the greater revenue to the ocean carrier. In 
an effort to arrive at uniform ocean freight costs we have endeavored 
to conclude uniform weight and measurement agreements with the 
Cargo Inspection Bureau of the New York Shipping Association or 
its counterpart on the west coast and the gulf coast. We were faced 
with two different systems of computing the cubic measurement per 
package. Conferences operating from the east and gulf coasts gen- 
erally use the cubic contents table issued by Unz & Co., -which gives the 
cubic displacement of the bag in feet and inches. The west coast 
conferences use the Tweed’s accurate cubic tables which gives the 
cubic measurement of the bag in decimal equivalents. The Tweed’s 
measurements are the most arithmetically correct and are the basis 
on which we price our products. 

When using the Unz system of measurement, we invariably arrive 
at a slightly greater cubie displacement than when using the Tweed’s 
system. This measurement factor makes the total cubic displ: ucement, 
on which freight is charged, higher for a shipment from the east coast 
than the same shipment from the west coast. The use of different 
systems causes a great deal of confusion and difficulty with our cus- 
tomers and we are constantly forced to explain the exact measurements 
and cubic displacement of export shipments. 

We can supply plastic products packaged in bags for shipment from 
either coast. On those shipments which originate for export from 
an east coast port, because of the measuring “factor, the costs to the 
customer will invariably be greater than shipments which originate 
for export on the west coast. This is due solely to the use of different 
measuring factors for ascertaining of cubic displacement. 

Our overseas customers are primarily concerned with what their 
costs will be on a product landed in their country, not what the product 
will cost, f.a.s., port of export the United States. As a result it has 
been necessary for us to absorb any differential in freight caused by 
measurement differentials between ‘the east and west coasts to enable 
the overseas customer to always receive the same landed costs. 
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We contend that there should be, and we seek, a uniform method 
of measuring cargoes and contend that the Tweed’s method of measur- 
ing is the most accurate one. 


3. CONCURRENCE AGREEMENTS 


We are strongly opposed to the concurrence agreements which exist 
between conferences. This is the type of agreement described in the 
presentation before your committee by Mr. ocd Dennean, chairman, 
Far East Conference, in New York April 7 7, 1959. This. agreement 
essentially requires that if a company requires a rate on a product his- 
torically produced in an area served by one of the conferences the 
rate cannot be established until the historical conference concurs with 
the conference from which you have requested the rate. Often it 
would be economically unsound to route the product via the area 
served by the historically concurring conference and this procedure 
usually results in a delay in establishing the rate. 

The following actual example points up this problem. Under date 
of August 8, 1957, we made application to the Pacific Westbound Con- 
ference for. a rate of $35 per ton of 2,240 pounds, f.1.0., for bulk 
ethylene glycol from the west coast to Japan. Our economics on this 
shipment “indicated that a $35 to $40 rate was the maximum we could 
pay since Dow produces this product at its gulf coast plant and trans- 
ships through a west coast storage terminal. This arrangement would 
enable us to effect deliver y to the customer approximately 2 weeks after 
loading and be competitive with delivery time from a producer lo- 
cated on the west coast. Also vessels were available from the west 
coast that were equipped with deep tanks which could be properly 
cleaned to maintain the quality of the product. 

We were advised by our west coast office that the Pacific Ww estbound 
Conference countered our rate request with a rate offer of $38.50 per 
ton of 2,240 pounds, f.i.o. Under the existing concurrence agreements 
between conferences it was necessary that the Far East Conference 
concur on publishing the rate, which they refused to do. The end 
result was that a rate was established by the Far East Conference 
from North Atlantic and gulf coast ports at $45 per ton of 2,240 
pounds, f.i.o., and by the Pacific Westbound Conference from the west 
coast a rate of $44.40 per ton of 2,240 pounds, f.i.o., was established. 
This is a product which was historically produced and shipped from 
the gulf area and as a result of the concurrent action which was neces- 
sary by the Far East Conference we were delayed in securing a rate and 
were unable to secure a rate for the west coast which would permit us 
to offer service competitive with that offered from new production 
facilities on the west coast. 

We contend that concurrence agreements are most detrimental to 
the shippers since they lose the flexibility of shipping from the most 
economical producing points or from their most favorable service 
point. We contend that steamship conferences should not be allowed 
to, directly or indirectly, control the shipping point of the shippers 
In addition while we hold signed freighting agreements with oth 
conferences there is nothing in these freighting : agreements that ad- 
vise or disclose to us that a concurrence agreement exists between the 
conferences, and that a rate request to one or the other is subject to 
the concurrence of both. 
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In addition, there are a number of carriers belonging to the Pacific 
Westbound Conference who do not offer service from east coast and 
there are also carriers belonging to Far East Conference who do not 
offer service from the west coast. We contend that a carrier ex- 
clusively serving the east coat or the west coast should not be in a 
position to approve or pass upon a rate request pe nding in the other 
conference. There is no way in which such carriers can participate 
in the trade, therefore, they should not be permitted to prevent estab- 
lishment of competitive ri Ws in an area in which they do not operate. 

At pointed out by Mr. J. A. Dennean, chairman of the Far East 
Conference, in his testimony of April 7, 1959, before this committee 
there is a delay in action on rates between {wo cone urring confer- 
ences. Why should the shippers, who are paying the freight, be 
penalized either in their rate negotiations or in the scheduling of their 
oversea shipments to enable two conferences to settle their internal 
differences ¢ 

For the sake of brevity we are only citing one example to illustrate 
our serious objection to concurrence agreements between conferences. 


4. COMPARISON WITH RATES FROM EUROPEAN PRODUCERS 


The various conferences maintain that their rates are adequate 
for the shipping public to do business and that the rates which they 
establish are necessary for them to receive a suitable return on their 
investment. Also that rates are established to permit U.S. ship- 
pers to sell their products competitively in oversea markets. The 
chemical industry is a highly competitive industry, and our largest 
and most persistent competition originates in the European area. 
During the past several years the European chemical industry has 
expanded tremendously and their processes have improved so that the 
quality and the availability of their products for export are compar- 
able to those products produced in the United States. When we have 
compared rates from the United States to our world markets with 
the rates on the same products from Europe to the same markets, 
we have found that in almost every case the rates from Europe have 
been lower. Mr. D. F. Wierda, general freight traffic manager of 
the United States Lines Co., in a statement before your committee on 
April 7, 1959, advised that the chemical rates to the United States 
from England are lower than the chemical rates from the United 
States to England. We feel that such ratemaking policies are not 
in the best interests of U.S. shippers. 


5. BILATERAL CONTRACT RESPONSIBILITY 


We have found it desirable in contractual relationships to have bi- 
lateral responsibility of the parties if the contract is to benefit both 
parties. We have noted in most conference contracts that penalties 
for nonperformance are assessed against the shipper and that no pen- 
alties are provided for nonperformance on the part of the group of 
carriers represented by the conference. It may be difficult to assess 
penalties against the conference carriers for nonperform: ince on their 
part but we suggest that the cominittee give serious consideration to 
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this point so that both parties to the conference contract will be bound 
to perform or suffer the consequences of penalties if they do not 
perform. If there must be penalties in such conference contracts, we 
think that they should be uniform as far as_ possible between 
conferences. 

6. PUBLICATION OF TARIFFS 


When a contract is concluded each party to the contract should 
be able to determine all charges, rates, and services which the contract 
covers. These charges and conditions of carriage are usually in- 
cluded in the contract itself or supplements to the contract. This 
could be compared with the conference contract which we sign and the 
tariff which covers the rates and services that are guaranteed under 
the contract. We have been unable to secure tariffs from many of 
the conferences of which we are a member. We presently have 38 
ocean tariffs. We subscribe to the various conferences for 29 of 
these tariffs and the cost ranges from $5 to $25 per tariff per year. 
This includes all corrections and supplements. The balance of the 
tariffs we have are supplied gratis by the carriers and included in these 
free tariffs is one to continental Europe supplied by the Meyer Line, an 
independent carrier (i.e., a nonconference service), and one to South 
Africa supplied by the Robin Line, also an independent carrier. All 
of the west coast conferences from whom we have requested tariffs 
have supplied them on a subscription charge basis. 

We have also been successful in securing tariffs by subscription 
from the Associated Latin American Freight Conferences. We have 
tried unsuccessfully for a number of years to get tariffs for shipments 
from the Atlantic and gulf coasts to the European, Far East, and 
Brazil River Plate areas. We requested assistance from the Federal 
Maritime Board and on October 21, 1957, received copies of two 
form letters which they had circulated to the steamship companies 
and to the conferences suggesting that they make an effort to adopt a 
system for the distribution of tariffs. We are still unable to obtain 
tariffs although we have continued our efforts to secure them from 
the conferences serving the areas above mentioned. 

We were advised that we could obtain these tariffs from a traffic serv- 
ice in Washington, D.C. Reference was made to these traffic services 
during testimony before this committee in New York on April 7, 1959. 
Since this seemed like a reasonable solution to our problem we con- 
tacted the traffic service to determine their subscription rates. Under 
date of July 21, 1958, we were advised by the traffic service that we 
could subscribe for photostatic copies of the tariffs to the United 
Kingdom, Baltic, French Atlantic, Mediterranean, continental 
Europe, Far East, and River Plate Brail areas. The costs of each 
tariff ranged from a minimum for the Mediterranean area of $98.75 
to a maximum for the Far East area of $194.65. In addition there 
was a service charge to receive the supplements and/or correction to 
each tariff of a minimum of $15 to a maximum of $20 per month. In 
other words, for photostatic copies of seven tariffs we would pay 
$928.40 for the tariffs and $1,320 per year for supplements or a total of 
$2,248.40 for the first year. We feel this is an exorbitant price for 
tariffs, particularly when our total bill for the 29 tariffs we presently 
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subscribe to does not exceed $350 per year which includes a printed 
tariff and all corrections and supplements thereto. We feel that the 
conferences should supply printed tariffs on a subscription basis to 
the shippers who desire them. The conference tariff is the conference’s 
price list and parties to conference contracts should be able to secure 
copies to determine that they are properly billed. 

In addition it is important that all shippers receive timely notice 
on rate changes prior to the effective date 1f possible, but in a manner 
that will not delay action on rates that may be required by U.S. 
shippers to meet foreign competition. 


7. F.0.B./F.A.S. SHIPMENT 


There appear to be rather strong opinions by the conferences and 
the member carriers as to the conference status of shipments sold f.o.b. 
U.S. port of f.a.s. vessel at a U.S. port. These have been 
described as “loophole shipments.” We feel that it is essential in 
international trade to be able to comply with the requirements and 
instructions of the customer in this regard. It must be realized that 
there are circumstances whereby the shipper is unable to control the 
route of a shipment and that the customer will exercise the right to 
designate the carrier, particularly when the customer is paying the 
freight. It must be recognized by the conferences that in certain 
cases it is impossible for the shipper to designate the carrier and still 
retain the business and to demand this right would be commercial 
suicide. We do not feel that a shipper can control the routing of a 
shipment which is purchased for delivery f.o.b. or f.a.s. a U.S. port. 
It is our opinion that the contention of certain conferences that ship- 
ments sold f.o.b. or f.a.s. U.S. ports come under the shipper’s con- 
ference contract is not realistic. 


8. CONCLUSION 


In an effort to improve the present system we would recommend the 
following for your consideration. 

(a) Carriage of products by a shipper in a vessel owned, operated, 
or chartered by him should be specifically excluded from the con- 
ference agreements. 

(6) The U.S. conferences srould have a uniform system of 
measuring the cubic displacement of cargoes and uniform weight and 
measurement agreements should become part of the conference 
contracts. 

(c) Concurrence agreements between conferences should not be 
permitted under any circumstances. ‘This requires two or more con- 
ferences to settle their rate differences and may result in rate fixing to 
the detriment of the shippers. 

(2) U.S. shippers should not be required to pay a higher 
rate on a commodity than a foreign shipper is required to pay on the 
same commodity moving the reverse direction over the same route. 

(e) If penalty clauses are included in the conference agreements, 
they should be bilateral and provide a penalty for nonperformance by 
the carriers as well as the shippers. 
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(f) Tariffs applying to each conference agreement should be made 
available to all conference signatories at a reasonable fee. 

(g) Conference agreements should cover only those shipments 
which are in fact controlled by the shipper, and no penalty for viola- 
tion should be assessed against the shipper for shipments sold f.o.b. 
or f.a.s. U.S. ports. 

I appreciate the opportunity to appear before your committee and 
sincerely hope that a just and workable ocean transportation system 
will be the result of these hearings. 

(The exhibit referred to follows) : 
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The Cuairman. Mr. Tollefson. 

Mr. To.tierson. Mr. Kenny, undoubtedly you have talked to the 
conference representatives about these concurrence agreements. Have 
they explained to you why they had the concurrence agreements ? 

Mr. Kenny. Not to our satisfaction, sir. 

Mr. TottErson. What do they say ? 

Mr. Kenny. They feel that if a product is historically produced in 
a given area, such as the gulf area, that that should be the governing 
factor before a rate is established from the west coast. Our experience 
has been exclusively with the Far East and Pacific Conferences. This 
was true 10 years ago. We only made these products in the gulf coast 
but over the years we have shifted production and we now make the 
same products on the west coast but there is no rate for it. 

We endeavor to establish a rate for that product and in so doing, 
it is necessary for the Far East to agree with the Pacific Westbound. 
Well, if they so choose not to lose the business in the gulf area, a 
level of rates can be established which will preclude our shipping from 
the west coast. This we do not believe is proper. 

Mr. Totterson. You say they have not justified the concurernce 
agreements to your satisfaction / 

Mr. Kenny. I do not believe so, sir. 

Mr. Totierson. You make mention of penalties for ee 
by the carriers. What is an example of nonperformance by a carrier? 

Mr. Kenny. Not providing a service within the per Saal of time 
required, not acquiring the delivery time that you want, or the type of 
equipment that you are looking for. This, I believe, is non- 
performance. 

Mr. Totiterson. Have you had any difficulties with the carriers 
with respect to nonperformance on their part ? 

Mr. Kenny. Our experience has been primarily with their deep 

tank equipment. They feel that they have a deep tank which is ade- 

quate for the carriage of a liquid product. This is quite true, but a 
deep tank to us is not necessarily adequate unless we can maintain 
the quality of our product. This is not performing and they are 
not supplying us with the service under the contract. 

Mr. Totierson. You say that— 


U.S. shippers should not be required to pay a higher rate on a commodity than 


a foreign shipper is required to pay on the same commodity moving the reverse 
direction over the same route. 


Mr. Kenny. Yes. 

Mr. Totierson. Have you talked to the carriers about this factor? 
Have you asked for an explanation ? 

Mr. Kenny. At the time we make application for the rate—I be- 
lieve they call them traffic analysis forms—you give your competitive 

rates and services and this will invariably show where it will be lower 

than our competing service. 

Mr. Totterson. What does the carrier have to say about this differ- 
ence in rates over the same route only traveling in a reverse direction ? 

Mr. Kenny. I have never heard any comment from a carrier on 
it, sir. This is true. This exists. The explanation has invariably 
been that the costs from originating in Europe as opposed to originat- 
ing in the United States are lower. Your stevedoring or other penalty 
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features, whatever may be involved; ship expenses, I do not know 
what they may be, they may be cheaper. 

Mr. Totterson. That is all. 

The Cuarman. Mr. Mailliard ? 

Mr. Marurarp. No questions. 

The CuHarrman. Mr. Garmatz? 

Mr. Garmatz. No questions. 

The Cuatrman. Mr. Zelenko. 

Mr. Zevenxo. Mr. Kenny, attached to your statement you have an 
exhibit. Can you tell us the purpose of that annexation which ap- 
parently is a contract? 

Mr. Kenny. This is a petroleum products contract rate agreement 
which essentially is the same as a packaged cargo freighting agree- 
ment but there is a clause, or article, 13, which exempts. the shippers 
on petroleum or petroleum products in vessels w holly owned or char- 
tered by them from the agreement. 

If this agreement, and I presume it has been approved or has been 
accepted by the Federal Maritime Board, if this agreement is valid 
and it exempts petroleum and petroleum pr roducts, why cannot we also 
exempt chemicals and chemical products? 

Mr. ZeLENKo. Your purpose is to emphasize the point in which 
you claim that chemical products, because of the nature of the con- 
tainers required on the vessels, should be exempt for the same reason 
as petroleum products ? 

Mr. Kenny. Yes, sir. 

Mr. ZetENKo. What is the effect, or what has been the effect of 
nonexemption of your products on your ships ? 

Mr. Kenny. It has been necessary to drum them, which is a very 
expensive operation. 

Mr. Zetenko. On your own vessels? 

Mr. Kenny. Not on our own vessels but in lieu of using our own 

vessels. we have had to go into the packaged cargo trade. The chem- 
ical industry today is extremely competitive and oftentimes we can- 
not lay down a product in the foreign port unless we bulk it. 

Actually, if we ship a ton of chemicals, 200 pounds of that ton is 
steel. It isin our drums. 

Mr. ZELENKO. So that the purpose of your exhibit is to urge that 
something be done to exempt chemicals the way petroleum products 
are? 

Mr. Kenny. Yes, sir. I believe if an exemption exists, and ap- 
parently has been approved, then this uniform exemption should ap- 
ply equally to any conference. 

Mr. ZeLENKO. Would this exemption, if it took effect, be to the 
benefit of your company alone or others in the industry? Are they 
urging this also? 

Mr. Kenny. I do not know if they are specifically urging it, sir, 
but I believe it would assist them. 

Mr. ZetenxKo. You say it would be an assist to the industry? 

Mr. Kenny. Yes, sir. 

Mr. ZetenKo. Following that a little further, could not then some 
other industry come forw ard and say, “We should have an exemption 
for this particular reason applying ‘to our industry,” and a third in- 
dustry or a fourth? I do not say it can happen, but you are more 
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familiar with shipping than I am, but I just want to know. Could 
not that logically apply so eventually everyone would be exempt? 

Mr. Kenny. I believe so, yes, sir; if they are shipping bulk products. 

Mr. Zevenxo. Can you then tell me what is the reason that pe- 
troleum products, if you know, were exempt? You say that such an 
exemption exists. What I want to know is why should it? That is 
the first step. 

If each industry comes forward, logically they would be entitled 
to the same exemption. 

Do you know of any reason why petroleum products were exempt? 

Mr. Kenny. No, sir, other than the volume of the movement. The 
petroleum industry are tremendous tank ship operators. This is 
logical. I do not know why, but this is logical to me. 

Mr. Zetenko. That would be a different problem than yours, which 
apparently deals with the type of container. You say it is volume, 
in your opinion, that may have accounted for the exemption ? 

Mr. Kenny. I believe, but I do not know. I believe this. 

Mr. ZeLENKO. You say in your industry that the same commodities 
zo both ways, that is, commodities that you may ship may also be 
shipped by a European shipper to the States ? 

Mr. Kenny. Yes, sir. 

Mr. ZeELENKO. When a transaction like that takes place, are they 
able to compete in the States with your product ? 

Mr. Kenny. Yes, sir, they are. 

Mr. ZetenKo. They are competitive in spite of the fact that they 
have to ship this chemical across the water into the States and they 
can compete with you right in the States ? 

Mr. Kenny. Yes, sir, they can. 

Mr. Zetenko. Are you able to compete with European people in 
Europe on the same commodities ? 

Mr. Kenny. Not on those products; no, sir. 

Mr. ZeLeNKo. Your shipment involves products which they gannot 
compete with you in Europe, but they can compete with you on prod- 
ucts which you make in the States ? 

Mr. Kenny. Yes, sir. 

Mr. Zevenxo. Let me ask you this. These companies which com- 
pete with you, that is, with the companies in Europe, and ship to the 
United States, are they American owned companies, if you know? 
Are some of them American owned or are they all European com- 
panies ? 

What I am trying to get at is to find out whether we have American 
companies with plants in Europe competing with American labor and 
American industry right in the United States. You see, they get 
tax exemptions over there, lower labor costs, lower rates, and that 1s 
different from the traditional competion of a foreign company com- 
peting with an American company. 

Coming down to the chemical industry, are there American com- 
panies which have plants here, to your knowledge, which also have 
plants in Europe which are shipping the same commodities back‘ 

Mr. Kenny. Not to my knowledge, sir. Our only known com- 
petition is exclusively foreign competition. 

Mr. ZrtenKo. In some industries we do have the situation I have 
outlined to you and I am researching that at the present time. That 


37159—59— pt. 3——44 
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involves the exploitation of American labor and everything else. 
You do not have that in your industry ? 

Mr. Kenny. Not to my knowledge, sir. 

Mr. Zetenko. Can you answer one more question: How is it that 
these European companies are able to compete with you on the same 
commodity in the United States? 

Mr. Kenny. I wish we knew. 

Mr. ZeLenKo. Is that a tariff proposition or what? 

Mr. Kenny. No, I imagine there are quite a number of factors 
involved. As we look at ‘it, I do not believe it is any cheaper for 
them to produce a product than it is for us. I think the costs are 
comparable there. They have to import as many raw materials as we 
do, but they either have equipment or different restrictions than we 
do or it is “cheaper in freight. These are competitive with us. 

As we look at it, our sole competitive point today is transportation. 

Mr. ZeuenKo. You would say that one of the chief reasons for 
their ability to compete is the lower rate for shipments coming from 
Europe to the United States ? 

Mr. Kenny. I would say so, yes. 

Mr. ZeLeNKo. That is the basis of one of your arguments? 

Mr. Kenny. Yes, sir. 

Mr. ZetenKo. Thank you. 

The Cuatrman. Mr. Glenn? 

Mr. Guenn. Mr. Kenny, you say that your company has signed con- 
ference agreements with the United States, Canada, and. Europe. 
Does that mean that you will make shipments from Europe to the 
United States out of your company or some subsidiary ? 

Mr. Kenny. No; we make shipments from Rotterdam, which is a 
wholly owned subsidiary company, to Australia, South Africa, South 
America, and Europe itself. 

Mr. Guienn. That conference for those shipments is a European 
conference ? 

Mr. Kenny. Yes, it is. 

Mr. Guienn. In a comparison of that conference and our confer- 
ences, that is, American conferences, is there anything that stands out 
that you think we should know anything about, criticism or 
betterment ? 

Mr. Kenny. They have, I think, a very strong tying arrangement, 
if you want to call it that, w hich is the deferred rebate sy stem, where 
they accumulate, I believe it is, 10 percent of the total freight. This 
is accumulated for a year’s per iod, and if we faithfully use ¢ conference 
vessels for this year period, at the end of a given time they refund 
this tous. This isa benefit that we have. Thisisa very strong tying 
arangement. 

Mr. Guenn. You prefer that over our system? 

Mr. Kenny. No, I do not, sir. I think it is stronger for the confer- 
ence but I do not particularly prefer it nor does my company. 

Mr. Guenn. Thank you. That is all. 

The Crarman. Mr. Johnson. 

Mr. Jonnson. Under your comments dealing with measurements, 

can you state dollarwise the differential in the cubic displacement 
measure system ? 


Mr. Kenny. I do not know if I can put this in dollars and cents. 
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Mr. JoHnson. On page 7 of your statement, you state: 


When using the Unz system of measurement, we invariably arrive at a slightly 
greater cubic displacement than when using the Tweed’s system. 

I wonder if you could give us dollarwise how much greater the one 
system is over the other. 

Mr. Kenny. We presently have a measurement on a bag of, as an 
example, 4 inches by 17 inches by 31 inches. Under the Tweed system 
of measurements this comes out to 1.22 per bag. Under the Unz 
system, using the same measurements, it comes out to 1 foot 3 inches. 
The decimal equivalent of that is 1.25. As we ship the product, if 
we were to ship a thousand bags of the product to the customer— 
would have 1,220 cubic feet, using the Tweed system. If we use the 
Unz system or the system used in the east. coast, we would have 1,250 
cubic feet. If we were paying $1 a cubic foot, we would be paying the 
difference between 1,220 and 1,250 cubic feet. 

Mr. Jounson. Your shipments would average for the most part 
a thousand bags or more? 

Mr. Kenny. Yes, sir. This is the same product. This is what 
makes it confusing because we supply the customer with a set of 
dimensions and yet it cubes differently when he gets it from the west 
coast than when he does from the east coast. 

Mr. Jounson. I understand that your conference contracts make 
no mention of which system is to be used ? 

Mr. Kenny. No, sir. 

Mr. Jonnson. You recommend that a contract so specify ? 

Mr. Kenny. Yes, sir. We are not concerned with which system 
they use. We want one system so that we know what we are doing 
and we price the product properly. We cannot price a product from 
the east coast differently than we can from the west coast. 

Mr. Jonnson. You, of course, laid great stress on the f.o.b. and 
f.a.s. shipment as well as excluding shipments under the hulk or 
under your charter boats. 

Mr. Kenny. Yes, sir. 

Mr. Jounson. If you inaugurated the deferred rebate system, 
would that cure the criticism that you have set forth here? 

Mr. Kenny. I do not know. A deferred rebate system, I think, 
would be the strongest tie that a conference could have. 

Mr. Jounson. Do you have any opinion as to the deferred rebate 
system ? 

Mr. Kenny. I could not answer that for my company, sir. We 
have never discussed it. 

Mr. Jounson. I have no further questions. 

The Cuarmman. Mr. Garmatz. 

Mr. Garmatz. Speaking on section 13 here, where petroleum prod- 
ucts are not considered a violation of the agreement, you ask that the 
chemicals also be given that same consideration, is that correct ? 

Mr. Kenny. Yes, sir. 

Mr. Garmatz. Have you taken that up with the conference people? 
Have you requested that the chemicals be given the same considera- 
tion as a fuel ? 

Mr. Kenny. Yes, sir; we have. 

Mr. Garmatz. What was the result? 

Mr. Kenny. It was all negative, obviously. 
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Mr. Garmatz. I just wondered whether it was ever taken up with 
the conference people. 

Mr. Kenny. Yes, we have done that, sir. 

Mr. Garmatz. Did they give any reason for it ? 

Mr. Kenny. “It would be in violation of the Shipping Act of 
1916. This would be giving undue preference to an industry or a 
shipper,” as I recall it. That is not the exact wording, but it would be 
discriminatory. We feel that, if the petroleum industry can be dis- 
criminatory, So can we. 

The CuHarrman. Thank you very much. 

Mr. Kenny. Thank you, sir. 

The Cuarrman. The next witness is Mr. Sinclair. 


STATEMENT OF JOSEPH A. SINCLAIR, DIRECTOR, WORLD TRADE 
DEPARTMENT, COMMERCE & INDUSTRY ASSOCIATION OF NEW 
YORK, INC., NEW YORK, N.Y.—Resumed 


The CHarman. Mr. Sinclair, you testified before and you were 
called here to submit yourself to any questions that the committee had. 

Mr. Srncuarr. That is correct, [ understand, particularly on the 
survey which the association made some years ago on this question 
of steamship conferences. 

Mr. Downtng. Is this the gentleman we had in Chicago ? 

Mr. Cowen. We had this witness in San Francisco. 

Mr. Zetenko. Mr. Chairman, would you have one of the counsel, 
if possible, give a very brief résumé of the substance of this gentle- 
man’s testimony and why he was called back so that those of us who 
were not there can get the reason for his appearance, if you think it 
would be helpful ? 

The Cuamman. The Chair feels that we had better get a copy of 
the gentleman’s statement and let those that want to ask questions 
read it. 

This witness was called back for questions. I would hesitate to ask 
the staff to give an interpretation of some witness’ statement. It 
might not be axactly fair to the staff. 

Mr. ZetenxKo. The only reason I ask, Mr. Chairman, is that I did 
not have a copy of the gentleman’s statement. 

The CuarrMan. I understand. 

Do you want to shortly summarize your statement ? 

Mr. Stncratr. The statement I made in the previous hearing? 

The CHatrmMan. Since the witness was called here I will start with 
those members who were present at the hearing. 

Were you there, Mr. Garmatz? Do you want to ask any questions? 

Mr. Garmatz. No. 

The Cuarrman. We will start with Mr. Downing. 

Mr. Downtna. This gentleman gave the committee some very valu- 
able information. We all thought he was a source of information 
which we should get from him back here in Washington, but I would 
like to see the statement that he gave us in San Francisco so that I 
can become more familiar with it. 

The Cuarmman. All right. 

Mr. Totterson. Mr. Chairman, may I suggest that he summarize 
his statement. It might bring back some questions. 
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Mr. Maru1arp. I do not recall. We were not put on notice that 
this witness was here so that we did not have a chance to go over the 
statement. I think if the witness could refresh our memories, it 
would be helpful. 

The Cuarrman. Will you give a short summary of your statement ? 

Mr. Srncxiatr. If I may, Mr. Chairman, perhaps I should refer to 
one aspect of my statement only, which was the particular point 
which I understood you particul: uly wanted to discuss. That was a 
national survey which we made in 1954 which was the basis, really, 
of our statement, a survey which involved a questionnaire sent out to 
some 2,500 shippers throughout the country, and many of the points 
made in my statement previously were based on those returns from 
that survey. I gave the counsel a few copies of the questionnaire 
itself that I had brought down with me. 

I can, if you think it would be helpful, review the questions that 
are covered in that questionnaire and amplify perhaps more on the 
nature of the replies we received. 

The CHatrmMan. Let me have you step aside until we get a copy of 
your statement and the questionnaires here for the members. 

We will hear the next witness. 

Mr. Srncuarr. Yes, sir. 

The Cuairman. Mr. Frank Merwin. 


STATEMENT OF FRANK MERWIN, GENERAL TRAFFIC MANAGER, 
AMERICAN SMELTING & REFINING CO., NEW YORK, N.Y. 


The Cuatrman. Allright,sir. You may proceed. 

Mr. Merwin. Mr. Chairman and members of the committee, my 
name is Frank Merwin. I am general traflic manager of the Ameri- 
can Smelting & Refining Co., New York, N.Y. In this capacity, I 
am responsible for the traffic and transportation needed by my com- 
pany and certain of its subsidiaries and affiliates. A large part of 
this responsibility has to do with transportation to and from U.S 
ports. 

The American Smelting & Refining Co. is a producer of copper, 
lead, zine, and related byproducts. The company operates mines, 
smelters, and refineries throughout the United States as well as in 
foreign countries. ‘These metals are exported by the company to 
virtually every country in the free world. Many of our plants are 
dependent. upon the importation of heavy tonnages of raw materials 
from such widely scattered places as Greenland, Africa, Cyprus, 
Australia, both coasts of South America, the Far Fast, and other 
places. 

In addition, the company also imports and exports substantial 
quantities of materials and supplies for our domestic and foreign 
operations. The annual ocean transportation cost on exports and 
imports from and to U.S. ports is approximately $8 million. 


I. OPENING STATEMENT 


Ocean transportation is absolutely vital to the operation of the 
American Smelting & Refining Co. Without a sound steamship in- 
dustry to serve our needs at reasonable costs to provide the orderly 
flow of raw materials to our U.S. plants and the finished 
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product to the world markets, it would be most difficult for the com- 
pany to carry on its business. 

It is therefore important that we express our views as to the opera- 
tion of the conferences in the various trades and to recommend the 
continuance of the dual rate system or any other system that would 
permit the carriers to operate as a conference. 


II. STEAMSHIP CONFERENCES MUST BE FREE TO ACT 


Steamship conferences who carry the goods and merchandise of 
U.S. exporters and importers must be able to operate under 
conditions which permit the conferences to compete with other con- 
ferences serving foreign countries which are vying for the sales or 
purchases of materials exported from or imported into the United 
States. It is therefore our position that this subcommittee should 
not propose legislation which in effect will restrict the activities of 
the conferences to the extent that the conferences may not be able to 
fully protect the welfare of U.S. shippers. 


Ill. OBJECTIONS TO THE PRESENT PRACTICES AND PROCEDURES OF THE 
CONFERENCES 


There are several objections to the present practices and procedures 
of the conference which may, under certain conditions, cause criticism 
and periodically indicate a need for a change in the rules and regula- 
tioris under which the conferences are presently operating. I believe 
the following are the most in need of examination and consideration 
by the committee: 

(a) The uniform contract. 

(6) Accessability to conference tariffs. 

(c) Notification of changes. 

(zd) Cancellation clause. 

(e) Securing concurrences or other conferences prior to adjust- 
ment of rates. 

(f) Tying in of the signatory’s affiliates, subsidiaries, and so forth. 

(g) The so-called need for clarification of the exclusive patronage 
clause 

I will refer first to the uniform contract. 

(a) The uniform contract: The American Smelting & Refining 
Co. has signed contracts with several steamship conferences. It is 
difficult to find two contracts which are identical. While we are 
opposed to a uniform contract for the sake of uniformity, we do believe 
certain conditions are necessary in any steamship conference contract. 
The contract should provide the period of time the contract is in 
force and the right to cancel by either party. It should be under- 
stood, however, that each trade route to and from the United States 
has its own peculiarities and what may be a contractual condition 
necessary in one trade may be unnecessary in another. This is 
especially true where one trade may deal primarily in bulk cargoes 
when another trade covers ee wily general cargoes. 

We believe that criticism of lack ‘of unifor mity in steamship con- 
ference contracts can be rectified under existing laws and therefore 
urge that the report of this subcommittee recommend that the con- 
ferences and shippers resolve this problem themselves. 














STEAMSHIP CONFERENCE STUDY 1717 


(6) Availability of conference tariffs to the public: The export 
division of the traffic department of my company is responsible for 
quoting rates from U.S. ports to foreign countries. In addi- 
tion, lengthy rate schedules are prepared for interested departments 
such as sales, purchasing and so forth. In some instances the steam- 
ship conferences provide tariffs for our use so that we can readily 
determine the rates. In other cases, the conferences do not provide 
the tariffs and it is then necessary to call the office of the conference 
for the rate or the office of one of the member lines. 

In those cases where the tariffs are not made available to the shipper, 
there is an element of risk that the rate quoted by the conference office 
or the steamship line is erroneous. Should this be so, a sale may not 
be consummated. Later on the error will be located, apologies made, 
but the harm is done. It is difficult to understand why the conferences 
refuse to provide the tariffs for the shippers. If their reluctance is 
due to the expense that may be involved in the distribution of the 
tariffs, a small fee can be charged to cover printing and mailing costs. 

It should be mandator y that the conferences make available to con- 
tract signatories the tariffs naming the rates and conditions covering 
the carriage of the goods. 

(c) Notification of rate changes: Hand in hand with the question 
of the distribution of tariffs is the lack of communication between the 
shippers and the conferences in notification of changes in rates. If 
a tariff distributing conference changes a rate it is ~ brought to our 
attention when the tariff amendment is received or sooner. When the 
conference does not provide the tariff, months may pass before the 
change is unearthed, sometimes by advice from our foreign office that 

sales are being lost because a competitor’s rate had been changed with- 
out our knowledge. 

It is an absolute necessity that the conferences be required to notify 
interested shippers when changes are approved. At least one witness 
has stated that tariff changes should not become effective prior to 
notification to the general ‘public, We know from experience that 
frequently, in fact normally, changes of rates must be made on an 
emergency basis to meet the commercial needs of the shippers. 

We do not recommend and in fact would oppose any suggestion 
that a cumbersome ratemaking procedure be fostered upon the con- 
ferences which would eliminate the present flexibility they have in 
making rate adjustments. It seems to us that the conferences are 
now in a position to inform agree signatories immediately of tariff 
changes by wire, airmail, or general distribution of the results of 
their meetings. 

(d) Cancellation clause: Several of the conference contracts which 
we have signed provide that the duration of the contract is for a yeat 
and will be automatically renewed for another year unless we advise 
the conference 90 days prior to the expiration date that we wish to’ 
cancel the contract. Other contracts to which we are parties provide 
the shipper a 60-day cancellation clause. In the latter example, it 
is our prerogative to withdraw from the contract 60 days after we 
notify the conference. In the former, it is conceivable that we are 
tied to the conference for a period just short of 15 months. No con- 
ference should require a cancellation clause greater than a term of 
60 days. 
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It is my recommendation that the subcommittee indicate in its re- 
port that the Federal Maritime Board decline approval of any steam- 
ship conference contract that provides a cancellation clause in excess 
of 60 days. 

(e) Securing of concurrences of other conferences prior to adjust- 
ment of rates: The actions of each conference should be independent 
and not subject to interference from another conference. I under- 
stand that there are agreements or understandings which provide 
that the action of one conference cannot be finalized until approval 
is secured from another and perhaps competing conference. Suc 2 
agreements or understandings may delay an adjustment sought by : 
shipper and also nullify his success in negotiating a needed. etiiet- 
ment. 

Agreements between conferences which prevent action by one con- 
ference pending approval by another conference should be prohibited. 

(f) The tying in of signatory’s affiliates, subsidiaries, etc.: Many 
conference contracts provide that the signatory as well as its affiliates 
and subsidiaries be subject to the rules of the contract. This arrange- 
ment works a hardship on the affiliates and subsidiaries whose prob- 
lems may not even be closely related to those of the actual signatory. 
It also restricts freedom of action by the affiliate or subsidiary which 
is normally given by the parent company. The contract should only 
bind the signatory company. Separate contracts can be ace —* 
by affiliates and subsidiaries if they require conference services 

I would leave this matter to be negotiated by the conferences and 
the shippers. 

(g) The so-called need for clarification of the exclusive patronage 
clause: The products imported and exported by my company are 
sold or purchased on different freight terms of sale. We may sell 
copper, as an example, f.a.s. Tacoma, Wash., or c.i.f. Yokohama, Japan. 
Frequently we have no control over the selection of carrier on f.a.s. 
export sales. If there is any clause in the conference contract that 
prohibits the selection of a carrier by our foreign buyer on f.a.s. sales, 
we would not sign the conference contract. The conference contract 
must be realistic and promote rather than restrict the commercial 
opportunities of the shippers. There is nothing to prevent the 
conference from contracting with the foreign buyer. 

It should be clearly understood and so stated in the conference 
contract that with respect to any shipment where selection of carrier 
is not within control of the contract signatory such shipment is 
released from the terms and conditions in the contract. 


IV. THE RIGHT OF A CONFERENCE MEMBER TO TAKE INDEPENDENT ACTION 


There is a growing school of thought that the interests of the ship- 
pers and the carriers would be better served if independent action 
could be taken by a conference member. It must be assumed that 
independent action means that a carrier could charge a lower rate 
than the conference tariff. 

The stated purpose of the conference system is to (a) provide sta- 
bility of rates, and, (b) regularity of service. 

If one of the members of the conference is permitted to change 
his rates and conditions, the stability of the rate structure is jeopard- 


ized. Without the rate stability the regularity of service is also 
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jeopardized. In the conference scheme of ocean transportation, the 
mandatory right of independent action would destroy one of the 
basic motivating forces behind the organization of the conference. 
Unless the conference retains the sole right to make its rates and 
the conditions applicable thereto, properly tempered by regulation, 
there is no reason to maintain the conference. 

It is our position that if independent action can be exercised at 
will by a conference member, the system is weakened and thus 
detrimental to the interests of both the shippers and the carriers. 


V. CONCLUSIONS 


The foreign trade of the United States is a most complicated sub- 
ject to underst and. A key factor in the growth or deterioration of 
the country’s foreign trade is the tr: insportation interests serving 
its ports. ‘We believe the growth of the country’s foreign trade dur- 
ing the intervening years since the end of World War II is toa large 
extent attributable to the steamship conferences operating to and from 
U.S. ports. 

Now there are signs that many export-minded countries are 
encouraging their local industries to reenter world markets with the 
products and materials produced from rebuilt factories. The steam- 
ship lines and conferences serving these countries are providing fierce 
competition for the American exporter and importer and the lines 
which serve him. The laws, rules, and regulations governing the 
maritime services of the United States must recognize “these changes 
and create a climate which permits maximum freedom to meet this 
competition. During the past several months the foreign trade of the 
United States has suffered a setback. To a lesser extent other coun- 
tries engaged in foreign trades have been subjected to the same 
economic forces. 

Prospects for a brighter picture are good. It is with this in mind 
that we appeal to this subcommittee to study, analyze, and give seri- 
ous consideration to the record being developed. I believe the results 
of this investigation will have a far-reaching effect not only on the 
conferences but on the foreign trade picture as a whole. 

With the minor exceptions that I have mentioned, it is my firm be- 
lief that the conference lines have provided a useful instrument to 
the U.S. exporters and importers. It is my company’s position 
that the conferences be permitted to continue the dual rate system 
which thus far has proved satisfactory to us. We believe this system 
will encourage full development of the opportunities that lie ahead. 

Since the conferences have done and are doing a reasonably good 
job, they should be permitted to continue to operate with a maximum 
of freedom and a minimum of restrictive regulation. 

I wish to thank you, Mr. Chairman, and the other members of the 
committee, for the opportunity to testify here today. 

The Cuatrman. Mr. Tollefson? 

Mr. Totterson. I do not believe I have any questions, Mr. Chair- 
man. 

The Cratrman. Mr. Mailliard ? 

Mr. Marirt1arp. No, I have no questions. 

The Cramman. Mr. Downing? 

Mr. Downrne. I have no questions. 
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The CHarrman. Mr. Johnson? 

Mr. Jounson. I have just one question. 

You have criticized the lack of uniformity in the contract and yet 
you state, on page 4, that you recommend that this subcommittee leave 
the pr oblem to the conference and shippers. 

Now, is that a conflict in your thought ? 

Mr. Merwin. I hope not, sir. What I mean by that is that I can 
see the opportunity for a shipper organization sitting down with 
representatives of the conferences and starting out with any contract 
and trying to determine what terms could be in the contract to serve 
all the conferences and then that would be a point of departure for 
those conferences which have special conditions to add to the con- 
tract to serve their purpose, and the purposes of the shippers in the 
trade. 

Mr. Jounson. What I refer to is that presumably you have criti- 
cism that they have not worked it out up to this time so that I wonder 
what leads you to believe that they would work it out at a later date. 

Mr. Merwin. Yes, sir. 

Mr. Jonunson. You also, of course, feel that the conference should 
have the sole discretion as to making its own rates, is that correct ? 

Mr. Merwin. Yes, sir. 

Mr. Jounson. Do you feel that the average conference has the 
proper information from which to determine what is a realistic rate? 

Mr. Merwin. I believe so, sir, yes. 

Mr. Jounson. And you have no complaint then as to the rates that 
now exist with the conferences? 

Mr. Merwtn. Not in the trades which we use, sir. 

Mr. Jounson. You feel they are satisfactory and realistic? 

Mr. Merwin. Yes, sir. 

Mr. Jounson. I have no further questions, Mr. Chairman. 

The Cuatrman. We thank the witness very much. 

Mr. Merwin. Thank you. 


The CrarrmMan. We will now return to the witness from New York, 
Mr. Sinclair. 


STATEMENT OF JOSEPH A. SINCLAIR, DIRECTOR, WORLD TRADE 
DEPARTMENT, COMMERCE & INDUSTRY ASSOCIATION OF NEW 
YORK, INC., NEW YORK, N.Y.—Resumed 


The CuarrmMan. We will have first such questions as those attending 
the meeting in California wish to ask. 

Mr. Downing? 

Mr. Downtne. Yes. I recall this gentleman, Mr. Chairman. He 
is a director of the World Trade and Transportation Department of 
the Commerce & Industry Association. This association has a mem- 
bership of some 2,000 firms, and about 80 percent of these firms em- 
ploy less than 100 people and one-half of them less than 40. All of 
these firms are either directly or indirectly engaged in international 
trade. 

His association took a survey which was detailed in regard to the 
conference system and freight rates and related matters and Mr. 
Garmatz, who was temporarily presiding then, thought that this man 
should be recalled to go into a Tittle bit more detail about this ques- 
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tionnaire, which was sent to these 2,000 firms. That is the reason for 
this gentleman being here today. 

As I understand it, Mr. Sinclair, you sent this questionnaire out 
in 1954. 

Mr. Srncrair. That is right. 

Mr. Down1ne. Was your membership the same then as when you 
testified before us in San Francisco? 

Mr. Srncuair. Substantially, but it was not limited to our members. 

Mr. Downina. Were the quest ions which you asked then just as vital 
and pertinent then as they are today ? 

Mr. Sinciam. I would judge so. 

Mr. Downrne. Do you not think that there has been more emphasis 
on this thing since the Supreme Court decision ? 

Mr. Sincxatr. I cert: unly think there is and there is a great deal 
more awareness on the part of shippers of the conference problem than 
there was at that time. 

One of the reasons that we received a comparatively low return of 
usable returns was the fact that so many firms reported that they left 
these matters up to their forwarder or that they did no have enough 
direct experience to answer these questions. 

I think today we undoubtedly would receive larger responses. 

Mr. Down1nG. What was the percent of your return in 1954? 

Mr. Srnciarr. Of usable returns it was about 10 percent. 

Mr. Downinc. Ten percent of the questionnaires which you sent 
out were returned ? 

Mr. Sincrarr. We sent out approximately 2,500 questionnaires and 
we had 284 usable responses, so that it is approximately 10 percent. 

Mr. Downine. Would you think that that is something that you 

‘an base an opinion on ? 

Mr. Srtncuiair. We felt that it was because of the fact that the 
returns were from large and small shippers from various parts of 
the country and from many commodity fields. 

Mr. Downrna. If you sent the same questionnaire out today, in 
your opinion would you get essentially the same information and the 
same answers ? 

Mr. Srinciatr. I think we would get a larger response, as I indi- 
‘ated, and I believe that the general reaction would be somewhat 
the same. 

Mr. Downtne. As I recall, your survey said that 77 percent of those 
284 that returned the questionnaires supported the conference sys- 
tem, is that correct ? 

Mr. Stncuatr. That is correct. 

Mr. Downrne. Eighty-four percent thought that the conference 
system provided stability in rates and 71 percent said that the con- 
ference gave the equality in the treatment of contract shippers; is 
that not correct ? 

Mr. Srncuair. Yes, sir. 

Mr. Downtna. As I recall, the suggestions which you gave in here 
were very interesting to the ‘committee but, as Mr. Mailliard stated, 
if we adopted them all, the conference system was liable to be a dead 
duck, to use his expression. 

Mr. Stncuam. I think that is an accurate quotation, as a matter of 
fact. 
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Obviously, our group does not feel that way because the shippers 
themselves are certainly supporting or trying to support and 
strengthen the conference system so they can not “feel that these ree- 
ommendations would produce any such result as that. 

On the contrary, they feel it would strengthen it. 

Mr. Downtna. All right, sir. I have a few more questions, Mr. 
Chairman. 

One suggestion that you had, and you suggested that this was a 
legislative matter, was that no conference contract shall without the 
signatories’ consent directly or indirectly obligate any of its sub- 
sidiaries. 

Mr. Sinciarr. Yes, sir. 

Mr. Downine. Do you not think that that would tend to weaken 
the conference tremendously if they could not bind the subsidiary com- 
panies of these signatories ? 

Mr. Srvcvair. It is a question of whether or not in many cases 
they actually can bind their own subsidiaries or affiliates which are 
corporations. 

Mr. Downtne. If they were wholly owned, they might ? 

Mr. Srncxar. I presume that would be true. They are still cor- 
porate entities. I am not a lawyer, so I do not know the legal basis 
of it. 

Mr. Downtna. What was the basis of that suggestion ? 

Why did you put forward that suggestion ? 

Mr. Srncratr. Because a great many firms had had problems with 
their own subsidiaries and affiliates in connection with attempting to 
make commitments for them in the conference contracts. 

Mr. Downtne. Do you consider that a means to evade the confer- 
ence system? In other words, if I, as a company, signed up and did 
not bind the wholly owned subsidiary then, if things got tough, | 
could ship all my goods through the wholly owned subsidiary and still 
not be in violation of the contract ? 

Mr. Stnciarr. Shipments of that subsidiary then would not obtain 
conference contrast rates. I do not see that it is any particular loop- 
hole in the proceedings. 

Mr. Downrna. All right, sir. Would not the same thing apply for 
a steamship company with wholly owned subsidiaries which was a 
member of the conference and some of those subsidiaries were not 
in the conference ? 

Mr. Stvcrarr. I do not know. 

Mr. Downtne. You also suggested that contracts should be for 
the term of 1 year without automatic renewal. 

Mr. Srncuatr. Yes. 

Mr. Downtna. Was this a part of your questionnaire ? 

Mr. Srncuatr. Yes, it was. 

Mr. Downtnea. What question was that ? 

Mr. Srncratr. No. 17. 

Mr. Downtna. Do you have the percentages on each one of these 
questions that you asked ? 

Mr. Srncuarr. I have not the percentages. I have numbers. Out 
of the 284, 107 favored automatic renewal; 74 favored 1 year duration, 
but after the questionnaire returns were received, this was very ex- 
tensively discussed with a number of shippers and we departed from 
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the basis of the return on the questionnaire because, from discussion, 
it would seem that the respondents, we felt, did not give adequate 
consideration to one major problem, and that is to make shippers 
aware of what their obligations were under a contract. If they never 
looked at it again and just came through with an automatic renewal, 
we felt that they were themselves not fully aware of what obligations 
they had under that contract which they may have signed many years 
before. 

Mr. Downtna. They favored just the 1-year contract and you had 
to renew the contract each year, is that correct ? 

Mr. Srnciarr. At the present time most conference contracts, I 
do not know what percentage, are automatic in renewal. Unless you 
cancel, it is renewed. 

We felt there should be some definite understanding. 

Mr. Down1nc. Would that not work to the inconvenience of the 
shipper? Take a small shipper that has to go about executing a con- 
tract every year. Would that not be an inconvenience to him? 

Mr. Srncuiair. I suppose there would be some inconvenience; on 
the other hand, however, there would also be, as I said before, ‘this 
awareness of what his obligations are, and I think one of the things 
that is badly needed, from the shipper’s standpoint, is just that point. 

Mr. Downrna. All right, sir. Now, you also brought out some- 
thing which Mr. Kenny just testified to this morning, that penalties 
for the breach of contract should be standardized and specified in all 
contracts and there should be penalties both on the part of the shipper 
and on the carrier for violation of the agreement. Did most of your 
membership favor that proposal ? 

Mr. Srncratr. That, if I recall correctly, was not covered in the 
questionnaire. That was a question of subsequent discussion. I am 
not sure of this. I do not think it was. Yes, Iam sorry. It was. 

Mr. Downina. What question is that ? 

Mr. Stnciarr. That is No. 24. This part of it is only from the 
standpoint of penalties against the shipper. 

Mr. Downrna. But you had no question affecting penalties against 
the carrier ? 

Mr. Stncuair. I am quite sure we did not. 

Mr. Downrna. Was that something from the membership or is it 
from your committee ? 

Mr. Srncratr. Of course, we had a great many discussions with 
shippers and our questionnaire itself brought in a great many re- 
sponses on various points and this was one of the things that was 
raised quite frequently after the questionnaire had been completed. 

Mr. Downina. You also suggested that rate committees be set up 
which included people other than the carriers. 

You suggested that they have representatives of large and small 
firms from various industries perhaps appointed by the leading cham- 
ber of commerce or general business associations in each city where 
the conferences headquartered, and that they would convene together 
to set a reasonable rate thereby giving the small shipper as well as 
the larger shipper representation in the making of freight rates, is 
that not correct ? 

Mr. Srnciatr. Yes, sir. 

Mr. Downtnec. We have asked carriers that in every city that we 
have been and they say that that plan is not workable. 
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Do you have any comment on that ? 

Mr. Srncrarr. I do not know why it would not be workable. 1 
am not a domestic transportation man, but it is done in the railroad 
field with quite some success, I am told. 

Mr. Downrne. Is not the railroad field a little different than the 
foreign commerce ? 

Mr. Sincratr, I think it is very different, yet, but the same situa- 
tion exists here that this smaller shipper needs more representation 
in presenting his views before the conferences than he has at present. 

Mr. Downtne. You think that that would be one way to surmount 
that obstacle, is that right ? 

Mr. Sincuarr. I am personally very sanguine that that could be 
worked out very successfully, certs uinly j in New York, and I am sure 
the same thing would apply in the other port cities. 

Mr. Down1n. Was that a result of your survey ? 

Mr. Stncriatr. No, that was subsequent discussion. 

Mr. Downinea. So that your membership has not passed on that 
particular point? 

Mr. Stncuatr. No, they have not. However, I have spoken to so 
many of them about it that I am sure that the general consensus would 
support that view. 

Mr. Downtne. Did your survey include anything about the de- 
ferred rebate ? 

Mr. Stncuartr. No, sir. As I mentioned in San Francisco, although 
we discussed the point very briefly, we did not. go into it because of 
the existing legal status of deferred rebates, 

Mr. Downine. This survey was sent out July 19, 1954. 

Those are all the questions [ have at this time. 

The Cuatmrman. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

The CuarrmMan. Mr. Tollefson. 

Mr. Totterson. Mr. Chairman, I have one question. 

The question has come to mind when other witnesses have testified 
with respect to exemptions from contracts. 

On page 5 of your statement in San Francisco, you said that: 

Conference contracts shall not make it obligatory for the contract signatory 
to ship exclusively on conference vessels in the case of : 

(a) Shipments made on vessels owned or chartered for the exclusive use of 

shipper ; 
The thought has occurred to me when that same suggestion has been 
made that. there might come a period when there is a low point in 
the shipping industry and when there is a large number of bottoms 
unemployed. Obviously, an independent operator or any other oper- 
ator would hate to see his ships laid up, so he could come to a shipper 
and say, “Look, how about chartering my ship? It is not busy 
anyhow.’ 

The shipper could charter that and get it at a low rate because of 
the circumstances. Could he not in this w way deliberately avoid the 
obligations of his contract with the conference ? 

Mr. Srncrarr. I think, Mr. Tollefson, that that question might 
better be asked of some of the shippers. I am not to familiar with 


the frequency of chartering on the part of firms that do not normally 
charter. 
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Mr. Totierson. Right now there is a low ebb as far as American- 
flag ships are concerned. We are only carrying, as I understand, as 
of ‘the moment, about 9 percent of our export-import cargo, but we 
know from experience that there are periods when there is not much 
cargo to be carried. In those periods operators all over the world 
are looking for an opportunity to employ their ships. It seems to 
me that that would be an ideal time to break up a conference. 

Mr. Srtncuarr. It is ordinarily true, I believe, that chartering is 
done for bulk cargoes which more commonly are either under open 
rates or might be considered for exemption from the contract anyway. 

Mr. Touterson. Under the same “exemption from contract” under 
(b), you say: “Commodities specifically excluded by name in the 
contract.” 

Is that not a matter of agreement between the shipper and the 
carrier ¢ 

Mr. Srnciarr. That is a matter of agreement between the shipper 
and the carrier. That was discussed, I believe, with the previous 
witness here this morning. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Mailliard. 

Mr. Maiurarp. Somewhat in line with Mr. Tollefson’s questions, 
I wonder whether conditions in 1954 were not so substantially different 
than they are today that you might get quite a different reaction from 
the same people. Do you think that is possible ? 

Mr. Srnciatr. That is a very interesting point and maybe it is suf- 
ficiently interesting for us to attempt to do this job all over again as 
of current conditions. 

As I said before, I think the major factor that has changed is the 
attitude of the shippers and their interest which has been generated 
by the committee activity here in the conference problem. 

Mr. Maruurarp. You sent this questionnaire to presumably all 
your own members plus others, is that correct ? 

Mr. Srncrarr. We sent it to all our foreign trade members. Mr. 
Downing mentioned our membership. We were only talking about 
our foreign trade members. Our membership is broader than that. 

We also sent it to many outside of New York. We sent it to cham- 
bers of commerce in 18 cities, including the principal west coast ports, 
and asked them to have some of their members that were interested 
return the questionnaire also to get geographical return involved. 

Mr. Maruuiarp. That makes it a little difficult to evaluate does it 
not, because it is hard to tell how good a cross section you got in each 
place. 

Mr. Srnciatr. Yes, I think that in some places we obviously did 
not get an adequate return from every city involved but, looking at 
it from the standpoint of size of firms and the range of commodity 
they handle, we felt that we did have an adequate representation. 

Mr. Marirarp. It would seem to me that in 1954 with the problems 
of the Korean war rather recent in everybody’s mind, their attitude 
on these things might be somewhat different than it would be now 
where the problems are different. 

Mr. Stncuatr. I think the international trade competitive situation 
is very much changed also. 
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Mr. Marut1arp. I think the results are interesting but I am not so 
sure that we can take them at face value as of today. 

Mr. Srncuair. If the committe here felt that it would be useful, 
I think that our association would be willing to attempt to make 
another survey of this same type. 

Mr. Maru1arp. In looking over the questionnaire itself, I think, in 
view of the testimony before this committee during the last year, that 
you probably could improve the wording of the questions. 

Mr. Srvcriair. Probably. 

Mr. Mainuiarp. To point up the things that seem to be most 
pertinent. 

May I say, Mr. Chairman, that I think it is very valuable but I 
think we have to be somewhat cautious in accepting the results, too 
literally. 

That is all I have. 

The Cuarrman. Mr. Johnson. 

Mr. Jounson. Mr. Sinclair, was your committee, which you termed 
the Export Traffic Committee, specifically set up by your association 
to study the conference system ? 

Mr. Srnciarr. No, sir. That has been in existence for some years. 

Mr. Jonson. As a continuing committee? 

Mr. Srnonatr. Yes. This was a special subcommittee appointed to 
help draw up the questionnaire, to help evaluate the results and to 
advise our board of directors as to what position we should take on 
this subject. 

Mr. Jounson. Has that subcommittee continued to function follow- 
ing your questionnaire in 1954? 

Mr. Srvciatr. In an advisory capacity to the association, yes, sir, 
it has. 

Mr. Jonnson. Rut specifically as to the study of the dual rate or 
conference system ? 

Mr. Stncuatr. Yes, sir. 

Mr. Jounson. It has? 

Mr. Stnciarr. Yes, sir. 

Mr. Jounson. Of course, your questionnaires for the most part call 
for affirmative or negative answers, do they not ? 

Mr. Stnctatr. Yes, sir. 

Mr. Jounson. Sometimes it is rather difficult to get a true expres- 
sion without further explaining an answer. 

Mr. Srncriatr. Well, that is true that there are quite some substantial 
comments along the way on each of these questions. 

Mr. JouHnson. I am interested as to rates. Did your group make a 
study of ratemaking to determine just how rates were actually made 
and whether they were realistic ? 

Mf. Stncratr. No, sir. 

Mr. Jounson. So that, then, you are not in a position to state 
whether the prevailing rates were, of course, reasonable or realistic? 

Mr. Stncuarr. No. 

Mr. Jounson. I understand, too, that no study was made of any 
other tie-in other than the continuation of the dual rate. 

Mr. Stncrair. That is correct. 
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Mr. JoHNson. You stated, I believe, that your group did not con- 
sider the deferred rebate because of, as you term it, the existing legal 
status, is that correct ? 

Mr. Stncuatr. That is correct. 

Mr. JouNnson. But, as you know, this matter is the subject of legis- 
lation and could be legalized if Congress saw fit ? 

Mr. Sincuatr. Remember that this was 5 years ago and we had no 
reason to know at that time that we would have an active committee 
studying this matter itself. 

Mr. JoHnson. But you said that your subcommittee continued to 
study this after the questionnaire. 

Mr. Stnciatr. Yes. 

Mr. Jounson. I have one final question. Has your committee con- 
sidered what might be the impact, if any, on the shipping industry 
generally if Congress did not continue with the conference system and 
some tie-in ¢ 

Mr. Stncuiatr. We have no formal report made on that. There has 
been discussion. 

Mr. JoHnson. Would you care for the record to express an opinion 
on that ¢ 

Mr. Sinciair. I would prefer not to express a personal opinion on 
this condition, sir, at this time anyway. 

The Cuatrman. Mr. Garmatz. 

Mr. Garmatz [have no questions. 

The CHamman. Have you followed and read and digested the 
record of the hearings that this committee has conducted so far? 
Have you read the transcripts? 

Mr. Srnciarr. Not completely; no, sir. I followed some of the 
discussion. 

The Cuatrman. I wanted to know whether, in your Association or 
group, there is any new thought other than has already been ex- 
pressed by the various w itnesses that have come before this 
committee. 

Mr. Srnciatr. To my knowledge at the moment, there is no new 
throught beyond the recommendations which I submitted previously 
inmy ‘testimony. 

The Cuairman. What you have presented has been more or less 
along the line of the material presented by previous witnesses. 

Mr. Srncuatr. Yes, I think most of the points we raised have at 
some time or other been touched on by other witnesses. 

The Cuarrman. I just wanted to find out whether your group had 
some new view about this. 

Mr. Stnciatr. Maybe I had better go back and do some mining. 

The Cuatrman. I just wanted to find out. Thank you very much. 

Mr. O’Connor (John J. O’C onnor, attorney, Isbrandtsen Co., Ine. ). 
Might I respectfully ask a question there? 

I have been trying to get. a copy of this questionnaire. 

The Cratrman. We have one r ight here. 

Mr. O’Connor. I wound up with a curt “no” from the witness after 
a lot of correspondence. 

It is very important in this connection, I might say. I was strug- 
gling for a long time with the possibility of a questionnaire. You 
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know the Alexander committee sent out a questionnaire confidentially | 


and it could be done. I wanted to see whether this questionnaire 
had anywhere near the right questions. 


The Cuarrman. I want to tell you about an experience I had with | 


a questionnaire. I sent one out once as a Member of Congress. A 


fellow I served in France with during World War I took the ques- | 


tionnaire and wrote, “Herb, this is what I sent you to Congress for.” 
So, on this questionnaire business, there are a lot of people that do 
not know what in the world it is all about. 


Mr. O’Connor. The Alexander committee sent a questionnaire to | 


a cross section of shippers which they got from the Department of 
Commerce because they had stated that shippers were timid about 
responding, and they kept them confidential. 

This has developed into such a widespread investigation that I 
think now there could be gathered together the material for a proper 
questionnaire to be set to shippers large and small, and I would like 
to see what this witness, back in 1954, asked shippers and I would like 
to see the questionnaire made a part of this record, if I may make 
that suggestion. 

The CHamrmMan. We are going to put his answers in there. 

This committee has been waalekle to shippers, business people, 
those in the industry of ocean transportation, and I do not think this 
committee is going into any questionnaire business, if that is what 
you were suggesting. 

We are patient and want to hear anybody, but I am not going to 
get in the questionnaire business. 

Mr. O’Connor. Of course, the conferences are not available, too. 
Many of them are in foreign lands. 

The Cuarrman. We have had everybody that wants to testify. I 
think this committee has been most patient. 

Mr. O’Connor. I am not questioning that, Mr. Chairman. 

The Cuarrman. I think the committee has been extremely patient. 
I want to compliment the members of the committee. 

The witnesses who have been here have had an opportunity to ex- 
press themselves freely. Nobody has condemned anybody about their 
testimony. By the questions the committee members have asked, it is 
evident that the committee members are closely following this subject 
and reading the testimony that has been before the committee. 

That will be the end of the hearing for today. 

(Whereupon, at 11:50 a.m., the committee adjourned, subject to the 
eall of the Chair.) 
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TUESDAY, AUGUST 11, 1959 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MrercHant MARINE AND FISHERIES, 
Washington, D.C. 
The subcommittee met at 10 a.m., pursuant to notice, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 
Present : Representatives Bonner, Garmatz, Zelenko, Anfuso, Down- 
ing, Casey, Johnson, Tollefson, and Mailliard. 
Present also: Representative Miller. 
Staff members present: Bernard J. Zincke, counsel; Robert H. 
Cowen, counsel; and William B. Winfield, chief clerk. 
The CuarrMAn. The committee will come to order. 
The witness this morning is Mr. Haddock. 


STATEMENT OF HOYT S. HADDOCK, EXECUTIVE SECRETARY, 
UNITED MARITIME UNIONS’ LEGISLATIVE COMMITTEE 


Mr. Happockx. Good morning, Mr. Chairman. 

The Cuarrman. Good morning, sir. 

Mr. Happock. My name is Hoyt S. Haddock. I am executive sec- 
retary of the United Maritime Unions’ legislative committee, repre- 
senting all of the maritime unions affiliated with AFL-CIO. 

First, Mr. Chairman, we would like to express our heartfelt thanks 
to you and the members of this committee on the way in which you 
have conducted these hearings. We realize that it has been a tre- 
mendous task and the undertaking, I think, will greatly benefit the 
American merchant marine. Certainly it has greatly benefited us 
in that it has given us a great amount of material dealing with this 
subject which has permitted us to understand more of the problems 
in it and has helped us to prepare a statement that we think will face 
up to some of the problems. 

You may recall that on June 6, 1958, we appeared before your com- 
mittee and urged enactment of the dual rate bill. We did this because 
we felt that, until Congress could carefully study this very impor- 
tant and very complicated subject, the conferences and the com- 
panies and the rates should be protected against any disruptive ef- 
fects of the Supreme Court’s decision in the /shrandtsen case. 

The enactment of that bill, of course, has permitted this study and 
I want to emphasize again that it has been the extensive hearings of 
your committee that has really permitted us to understand the matter, 
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and we think that our views are such now that we can give them to you 
and they will be meaningful. ‘ 

At the outset, I would like to say that we do not pretend to be ex- 

perts on steamship conferences. We certainly make no claim that 
we are an authority on the antitrust laws. The Antitrust Subcom- 
mittee of the House Judiciary Committee, as you know, has announced 
that they are going to hold hearings later this year on the antitrust 
problems relating to ocean-shipping and the conference system. 
_ We believe that their hearings will be of great assistance to you 
in solving the complicated and difficult antitrust problems before this 
committee. We have followed your hearings with great interest and 
to the best of our ability. I should say we have received a somewhat 
liberal education in steamship conferences and the contract rate sys- 
tem. We think our study of the question has been productive. 
Therefore, we wish to share with you our views. 

Our American-flag merchant marine is at present carrying a smaller 
percentage of our waterborne foreign trade than for any similar 
period during the past 37 years. This is even more startling when we 
realize that the U.S. oceanborne trade constitutes more than 20 per- 
cent of the world total. 

Percentagewise, U.S. waterborne foreign trade carried in U.S.-flag 
ships before World War II was as follows: 


Percent 
a a aS asian cat es cpr ants Rapp ita x hgice dreaal ok aaibuin iv bacieda edo eosdicas 48.9 
a a secs Nara tne ce aa ee air tes oa a wich niecconi tabla aiobanteaaa ee 31. 0 
cle a ee crea ce eo ae ak es ee amrenies seca pethbnacauds Sook wi’ OS 
ee BT ee ee ee ie SS ee a ee 26.1 


The percentage for the past 6 years of U.S. waterborne foreign 
trade (exclusive of trade in military vessels and with Canada) car- 
ried in U.S.-flag ships is as follows: 


Percent 
Ded ES Sc aes LS hand tt tab eben delincmiabubeddinn 29. 6 
Pes. pte eet eis aoe pee wae a anit eda BSE be 27.8 
a aia ee Se ee Fa a Ae al ge ae a ee 22. 5 
ce ee ie ee oe eS er ee ene 20. 4 
(A ASA BSS AE SA eS SEE ee ORS SS Pe LMR eG, ae kee ie a ORE Pe? Se RL oe 17.6 
ke ee a he ea Be a eT ek ae eee ae Stak 12. § 


During January of this year, the last period for which we have 
information, this has dropped to 8.7 percent. (Department of Com- 
merce. ) 

As you can see, the challenge is clear. Either we take positive steps 
to bolster our American-flag merchant marine or we will in the very 
near future have none. 

If the American-flag merchant marine is to continue on the high 
seas and if our commerce is to continue at a reasonably high level in 
the foreign trades, we must have a system that will appropriately aid 
in achieving the following purposes: 

1. Encourage and promote the commerce of the United States. 

2. Promote the American-flag merchant marine. 

3. Provide regular, dependable service. 

4. Assure a fair, stable, and equitable uniform rate structure. 

Steamship conferences afford the best medium yet devised through 
which to impose appropriate restrictions on rate competition among 
ocean carriers. This is amply supported by history and the hearings 
before your committee. More than 75 shippers have testified during 
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your hearings to date. Less than 1 in 10 of these have opposed the 
steamship conferences as such. In fact, the overwhelming majority 
of these shippers went out of their way in no uncertain terms to en- 
dorse the conference system. 

In addition, practically no one has recommended that the job of 
industry self-regulation now performed by steamship conferences be 
taken over by any Government regulatory board or agency. For ex- 
ample, it is interesting, and we think important to note, that hardly 
anyone has suggested that the U.S. Government undertake to estab- 
lish the level of ocean freight rates. We feel this is as it should be 
- the following reasons, among others: 

Any Government attempt to unilaterally fix the level of ocean 
freioht rates in its foreign trade would almost certainly invite retalia- 
tion and reprisals of like or greater measure from the other nations 
with whom we trade; 

If the ICC ratemaking practice is any guide, such rate regula- 
tion by the U.S. Government would shackle American traders, ship- 
ping companies, and our foreign commerce generally. However, it 
also should be noted that while no one has ser iously recommended that 
the United States undertake to set the level of ocean freight rates— 
and practically everyone seems willing to leave the job to the confer- 
ences—no one has urged that the U.S. Government abandon its duty 
under the 1916 act. There, the Government has the responsibility to 
prevent the charging of rates which are unjustly discriminating be- 
tween shippers or ports, ae prejudicial to exporters from the 
United States as compared with their foreign competitors, or detri- 
mental to the commerce of the United States. 


DUAL RATES 


The hearings have enumerated the fact that the dual rate system has 
not been completely effective. We do not need to labor the record with 
them at this point. These reasons do make it clear to us that dual 
‘ates do not accomplish the purposes enumerated earlier in our 
statement. 

DEFERRED REBATES 


There has been surprisingly little testimony about deferred rebate 
systems, either pro or con. ‘All other maritime nations permit confer- 
ences serving their ports to use such systems. We understand Eng- 
land, for example, permits the deferred rebate system and closed 
conferences. 

The Japanese Ministry of Transport has given administrative no- 
tice, just this year, to the effect that the following are recognized in 
Japan: 

(a) The use of a deferred rebate system in conjunction with 
the contract system ; 

(6) The use of “fighting ships” by the conferences in competi- 
tion with nonconference vessels; and 

(c) The rejection of applications for conference membership 
on the grounds of overtonnage. 

Very few nations regulate conferences as much as the United States. 
Other nations have found that deferred rebate systems unregulated 
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by their governments have helped their foreign commerce and their 
merchant marine. If we were permitted to use the deferred rebate 
system our commerce and our merchant marine would be on more of 
a competitive par with the merchant fleets and commerce of other 
nations. 

At first we thought we would ask this committee to give considera- 
tion to legalizing the deferred rebate system. We are now of the opin- 
ion that many of the weaknesses that exist in the dual rate system exist 
on the deferred rebate system—f.o.b., f.a.s., overtonnage, elimination 
of independent competition, and so forth. Another way of putting it 
would be to say that the deferred rebate system is the same weak chain 
but with a larger anchor. 

SPECIFIED RATES 


A good system would be one that eliminates all of the weaknesses 
that have been enumerated throughout these hearings. We believe 
that specific rates on all commodities by all conferences is the answer. 
This course seems to us more simple and direct. It is certainly less 
difficult to enferce. It does not possess the shortcomings of the con- 
tract rate and the deferred rebate system. 

We recommend that the steamship conferences be given legal au- 
thority to set the freight rates on all commodities. This single rate 
would be charged by all carriers—conference and nonconference 
members. ‘This, in our opinion, has been the underlying recommenda- 
tion of many of the witnesses that have appeared before this com- 
mittee. 

This type of system would eliminate the unhealthiest type of com- 
petition rate cutting within a trade. Historically, Congress has de- 
cided that rate wars are destructive of commerce and against the pub- 
lic interest. These hearings have revealed the essentiality of elim- 
inating rate competition within a trade. Rate competition between 
the conferences would still exist. Too, the basic competition of com- 
merce from other countries will still exist as a strong check on rates 
and assure their continuing reasonableness. 

The competition for cargoes in the U.S. foreign commerce would 
then center around what we call “service.” Competition through bet- 
ter ships, more frequent sailings, more efficient personel, more ad- 
vertising, good service and better shipper relations. 

History ‘has shown that within the transportation industry in gen- 
eral, rate competition is destructive of commerce and unfair to ship- 
pers and the general public. The need for a single rate was strongly 
emphasized by some of the witnesses before your committee. Mr. 
O’Connor, in opposing the dual rate system, said: 

The one-rate ssytem, where every shippers has to pay the same rate, assures 
the stability of rate and, together with the length of time that the conference 
agrees not to increase the rates and the regularity of service flows from the uni- 
form system, not the dual-rate system. 

To quote another witness, Jack Hewitt, vice president, Lebanon 
Chemical Co. : 


We would be glad to see a single rate comein * * *. 


There are several steps that will be necessary to make a single rate 
system work. These steps are based on our knowledge at present. 
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We may at a later date think of additional suggestions that we would 
like to have permission to submit. You gentlemen, because of your 
greater enowdideds of the situation, may think of additional measures. 
Wesuggest that: 

1. The Federal Maritime Board should be separated completely 
from the Maritime Administration and the Department of Com- 
_— and made an arm of Congress. 

. The present provisions of the 1916 Shipping Act, which 
Whoo the charging of rates which are discriminatory between 
shippers or ports, pr ‘ejudicial to exporters from the [ Mnited States 
as compared with their foreign competitors, or detrimental to 
the commerce of the United States, should be strengthened and 
their enforcement scrupulously and thoroughly carried out. To 
do this, we recognize that additional regulatory personnel would 
have to be authorized by Congress and adequate appropriations 
made therefor. 

Conference membership must be open . all competent steam 
ship companies. The conferences should be the judge of this 
in the first instance with the Federal Maritime Board being the 
final judge. The incentive to join the conferences would gene- 

rate from the desire by all companies to be in on the inside, so 
to speak, in establishing the rates, enforcing rules, et cetera. 

4. Freight tariffs should be published and made available _ 
exporters and importers by the carriers at cost. Approval « 
— should not be required by the Board. 

The conferences should make public all contemplated rate 
ine sufficiently early to permit all interested shippers time to 
present their views to the conference. Rate changes should not be 
permitted which discriminate against any shipper. 

The conferences should be given authority to police their 
respective trades in order to prevent rebating and rate cutting 
with the authority to stop such — es. 

7. The Federal Maritime Board should draw up a set of uni- 
form rules, after holding meetings with all interested parties, for 
all steamship conferences. We would welcome the challenge to 
help in this. 

We recognize that it would be possible to give such broad construc- 
tion to phrases like “detrimental to the commerce of the United States” 
and “unjustly prejudicial to exporters from the United States as com- 
pared with their foreign competitors” that the Government regulators 
might use them as an excuse to set the level of reasonableness of linet 
freight rates generally. Under no circumstances do we want to see 
the needs of our foreign commerce shackled with the time-consuming 
procedures of a gover nmental ratemaking body. Nor do we want the 
United States to do anything which will be likely to bring on retalia- 
tory regulatory measures from abroad, destructive to our commerce 
or our merchant marine. 

Therefore, we recommend that the limits of regulations presently 
in the 1916 act to which we have referred, be carefully defined in your 
bill and the committee report so that they become effective without 
empowering the Federal Maritime Board to fix either the level of 
such ocean freight rates or their commercial reasonableness. 
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Many problems which plague our ocean commerce would be solved 
through the adoption of this single rate system. Some of these are: 

1. F.o.b. (free on board)-f.a.s. (free alongside ship).—No one, to 
our knowledge, has come forth with a suggestion on how to deal with 
the legitimate and the not so legitimate “f.0.b-f.as. shipments. As 
long as rate cutting and rebates are permitted, this escape hatch 
remains open. More and more shippers and steamship companies will 
use it. (One of the witnesses before this committee testified that in 
75 percent of the cases, the foreign buyers insist on selecting the carrier. 
You can bet that practically in all of the cases the carrier he selects 
is a nonconference cutrate carrier.) Unjust discriminations will 
result between those conference shippers who live up to the letter and 
spirit of their conference contracts and those who engage in subter- 
fuge to avoid them. In time, this loophole can become so heavily 
traflicked as to destroy the conference-shipper tie, the conference, and 
our foreign commerce. 

The primary advantage of the f.o.b.-f.a.s. shipments—cut rate— 
will be eliminated through the adoption of a single rate to be charged 
by all carriers. 

2. Independent competition.—The carriers that do not want to join 
a conference will be free to remain independent if they wish. Their 
competition will not be on a cutrate basis designed to disrupt our 
foreign commerce. They will be competing on the basis of equal or 
better service. This kind of competition will help the American 
merchant marine. 

3. Overtonnage.—This is the primary cause for rate cutting. Un- 
der our proposed system this will no longer affect the rates. 

We are convinced that such a course as we have outlined would cost 
less and work better than either the dual rate or the deferred rebate 
system. 

We think this type of a system would encourage and promote the 
commerce of the United States because it would stabilize the car- 
rier-shipper relations. 

We think this system would promote the American-flag merchant 
marine primarily because it would eliminate the discriminatory prac- 
tice of some shippers who seek a lower freight rate than their com- 
petition to the detriment of the American-flag carriers. 

The carriers will be able to devote more of their time to seeking 
cargoes rather than enforcing contracts and fighting rate cutters. 

The disruptive effect created by the inefficient operator who can only 
get cargoes by cutting rates which are detrimental to all carriers, in- 
cluding the rate cutter, will be eliminated thereby promoting regular 
dependable service. 


STABILIZATION OF RATES NOT ENOUGH 


The stabilization of rates in itself is not enough. The Federal Mari- 
time Board should be put in the position of administering the Mer- 
chant Marine Act on a positive rather than a negative basis. For 
example, the uncertainty that surrounds the operating subsidy con- 
tracts is detrimental to the promotion of our foreign commerce and 
our American-flag merchant marine. When I say uncertainty, I am 
referring primarily to the number of sailings a subsidized operator 1s 
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allowed each year. These limitations year after year are controlled 
by the Bureau of the Budget and further imposed by the appropria- 
tions voted by the Congress. When an operator knows in advance that 
he can only operate, say, 10 sailings on a particular trade route, there 
is little incentive on his part to go out and really develop this trade 
for several reasons. One reason is that the operator is not sure how 
many sailings he will have in the particular trade the following years. 
Another reason is that there is no incentive for developing the trade 
to its full potential because the operator must abide by these limita- 
tions on sailings. 

The subsidized operators are not generally permitted to carry full 
cargoes for one shipper—general or bulk. This is true even though 
the cargoes move over their trade route constantly in full cargo lots. 
One of the effects of this practice is that it places the subsidized 
operator in a rate disadvantage with companies that can solicit and 
carry full cargo lots. This has resulted in many U.S. subsidized ships 
sailing with less than 50 percent of capacity at the present time. This 
also means that our ships are effectively denied about 80 percent of our 
foreign commerce. 

The program which we suggest means that : 

1. The delivery of U.S. products in foreign markets will be 
there when needed ; 

2. US. ste: amship companies can devote more time to build- 
ing U.S. commerce and their transportation services; and 

5 . The American taxpayer will not be required to foot the 
bill for rate wars by exorbitant rate#in periods of short tonnage. 

We most earnestly recommend our proposal for adoption by this 
committee. 

The Cuatmrman. Mr. Haddock, on page 3, you cite the decrease in 
tonnage in American-flag ships. To what do you attribute that gen- 
erally and primarily? You have mentioned some reasons, but give 
the reason in a nutshell. 

Mr. Happock. I think there are a number of reasons for it. First 
of all, speaking mostly, of course, of the subsidized ships, because 
they are the ones that are carrying the trade today, most of these 
American ships have established specific rates through their con- 
ferences and they have to adhere to those rates in order that the 
American exporter can know what sort of competition he can meet 
and how he can meet it. 

Cut rates, of course, take much of this away from them. However, 
the primary reason that they are carrying this small percentage, in 
my opinion, is a number of reasons. 

‘No. 1, our trade has shifted from a general cargo situation, which 
existed prior to World War II to one where it is primarily bulk 

cargoes or full cargo lots today. Most of the bulk cargoes are going 
in American-owned foreign-flag ships which are owned by the creat 
industries of our Nation, such as the steel industry, the oil industry ; 
the captive ships, such as the banana companies and the aluminum 
company ships. 

The 1936 act, I think, contemplated that all of these cargoes should 
go in American ships. However, the way the act has been adminis- 
tered, this has not been possible. The Maritime Administration would 
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not permit companies operationg over those trade routes to carry these 
commodities in full cargo lots. 

The Cuamman,. So that you sum it up by saying that the American- 
owned foreign-operated ship is the cause of this decrease primarily ¢ 

Mr. Happock. Well, yes, primarily, but if they are not American- 
owned foreign-flag ships then they are American-controlled foreign- 
flag ships. ‘For example, all of your oil imports and ore imports 
that come in foreign-owned foreign-flag ships are controlled by Amer- 
ican companies. 

The Cuatrman. What advantage is there going to be from that 
separation of the Maritime Board from the Maritime Administration ? 

Mr. Happock. I think it will give several advantages. First of 
all, it will make the Maritime Board free from the Department of 
Commerce and the Maritime Administration so that they can give 
specific and fast attention to the problems which normally come be- 
fore them. 

The Cuarrman. You say, “made an arm of Congress.” What do 
you mean by that ? 

Mr. Happock. Well, such as the other Commissions. Originally, 
when the Maritime Commission was established, it was established 
as an arm of Congress the same as the Interstate Commerce Com- 
mission is, for example. They are responsible to the Congress. They 
simply report to the administrative branch of the Government but 
they are not responsible to the Executive. They are responsible to 
the Congress, as such. 

The Cubisnnenie. Mr. Tollefson. 

Mr. Totterson. Mr. Haddock, right on the subject that you were 
just discussing as to the separation of the Maritime Board from the 
Department of Commerce, do you have in mind in addition to per- 
haps policy matters of the Board being cleared by the Secretary of 
Commerce that it would also involve appropriations and requests for 
funds, the building of ships? 

Mr. Happock. No, all of the Board functions I would separate 
completely from the Department of Commerce. I would not have 
their policy questions under the control of the Department of Com- 
merce. 

All of their powers derive from this Congress including the policy 
matters, and those policy matters, in my opinion, have always 
been spelled out clearly enough that any Board can follow them but, 
when the administrative gets ahold of those policies, they start mak- 
ing interpretations of them which normally in my experience, insofar 
as Maritime is concerned, has usually resulted in policies that are 
at variance with the policies that were passed by the Congress. 

Mr. Totierson. I perhaps did not put my question in the right 
way. What you are advocating in the separation is the fact that the 
Board would then be able to submit its policies and its programs 
directly to the Congress without being cleared, say, by the Secretary 
of Commerce ? 

Mr. Happocx. That is right. It would be responsible to the Con- 
gress. As it is now, the Congress passes the policies. They go down 
to the Board and the Administration and there they are told how 
they are going to carry out the program of the Administration, and 
this program may or may not have any relation at all to the policy 
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which the Congress has enumerated. You have several of those in- 
stances which are going on right now. To name one, there is the 
situation of the two big ships. Congress made it quite plain what the 
policy wasonit. That policy has not been carried out. 

Mr. Totiterson. You have a feeling no doubt, or otherwise you 
would not have made this recommendation, that the policies of the 
views of the Maritime Board are subject to sort of a veto power by 
the Secretary of Commerce ? 

Mr. Happocx. They definitely are. 

Mr. Toutierson. Going to another subject, I did not quite under- 
stand this single rate system. Would the single rate apply to only 
conference members or to all American flag operators? 

Mr. Happocr. The single rate would apply to commodities and it 
would apply to a specific commodity irrespective of who carried it. 

Mr. 'Totterson. You say that some Government agencies should 
say that rates on this commodity are so and so, rates on that com- 
modity shall be so and so, and that the independent operator would 
have to adhere to that rate as well as the conference member ? 

Mr. Happock. First of all, we do not advocate that the Government 
would determine what the rate would be. The rate would be deter- 
mined by the conferences under authority from the Congress. The 
conferences would determine what the rate would be and then all 
steamship companies would adhere to that rate whether or not they 
were members of the conference. 

Mr. Totterson. How would you compel an independent to comply 
with those rates ? 

Mr. Happock. Well, you would compel him by writing into the 
law the legal authority for the conferences to establish those rates 
and then give them authority to enforce them. 

Mr. Tot.eFrson. I am just curious. Perhaps I do not understand it. 
It is apparent that I do not. I do not see how you would enforce the 
conference fixed rate upon the independent. 

Mr. Happock. By making the rate a legal rate enforcible by the 
Government of the United States. 

Mr. Touuerson. So that, the Government of the United States could 
compel the independent to adhere to those rates ? 

Mr. Happock. That is right, through the conference. 

Mr. Totterson. Has this system ever been in effect before? 

Mr. Happvocr. Not that I know of. 

Mr. Totierson. One other question comes to mind in connection 
with it. How about the tying arrangement between a particular oper- 
ator and his shipper? There would not be any tying arrangement 
here, then, would there ? 

Mr. Happock. Well, there may be certain tying arrangements but 
normally you would not have the need for the tying arrangements 
that exist now. There would be certain instances where you would 
need some contract with the shipper. For example, you take a steam- 
ship company that is operating a company and they have never carried 
one particular commodity before. Let us say that there has grown 
out of the atomic age a new commodity that no one has ever carried 
before but all of a sudden over a route between the United States and 
South Africa there becomes need to carry this product in very large 
quantities. This requires some new ship design. 
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Well, I would think that a steamship company would have to be 
assured contractually that this commodity is going to continue to move 
in sufficient amounts and for a sufliciently long time to repay them for 
the building of a new ship or the changes necessary to carry that com- 
modity in the ship. 

Mr. Totierson. Aside from some product such as you have men- 
tioned, with no tying arrangement no operator could be sure that he 
is going to carry the cargoes sof company A more than from sailing to 
sailing and, without a tie, cannot make any plans for a full year’s 
operation. He cannot make a plan for a replacement program. 

Mr. Happock. Well, I do not believe you will find it is the tying 
arrangement that yermits him to continue his operations. For ex- 
am ole, I do not think a steamship company relies upon a contract with 
a inner to assure him that he is going to get all of the cargo from 
that shipper. Asa matter of fact, I think such a contract would be 
illegal. I am not sure. I think it would be illegal under certain 
circumstances. 

Mr. Touterson. My impression has been throughout these hearings 
that this tying arrangement was a very important part of the dual 
rate system. 

Mr. Happocxk. Well, I think it is an important part because it as- 
sures that that shipper will use conference companies but that is the 
only assurance. Now, if a specific steamship company, for example, 
the Tollefson Steamship Co. makes a contract with a company that 
they will ship all of their goods via the conference, that does not neces- 
sarily mean that the Tollefson Steamship Co. is going to get all of 
those commodities. It just means that the companies that are in that 
conference will get them. 

Mr. Totierson. But with the single-rate system, there will be no 
tying arrangement whatsoever even with the conference. 

Mr. Happock. Only in the normal circumstances, I would think. 

Mr. Maiir1arp. Would the gentleman yield at that point? 

Mr. Totierson. Yes. 

Mr. Maturarp. One thing bothers me. If that is the case, why 
should any company belong to the conference? If they get no pro- 
tection and assured cargo w vhy would they bother to share the expense 
of running a conference when they could let somebody else set the 
rates and they take advantage of it without sharing the responsibility ? 

Mr. Happocx. This is a problem that occurred to us but we feel that 
the steamship companies would want to be in the position of setting 
the rates or having something to say about the rates that are set and 
then enforcing the rules and regulations that affect the conferences 
and the rates. 

Now, we would contemplate that the Federal Maritime Board 
would issue a set of regulations that would be quite comprehensive. 
We have not attempted to enumerate those regulations herein. We 
do think this would be quite an undertaking to draw up a set of uni- 
form rules for the conferences. We would contemplate that these 
conferences would enforce these rules in the first instance, only relying 
upon the Board if there were certain limitations that would prevent 
them from carrying out full enforcement or imposing penalties. 

Mr. Mara1arp. Would the gentleman yield further 

Mr. Totierson. Yes. 
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Mr. Mamu1arp. One other question which I would like to get in at 
this point is this: Is there, as far as you know, any precedent or 
parallel situation where you put the force of Government behind the 
enforcement of self-regulation by an industry ? 

Mr. Happockx. Yes; we have it in the shipbuilding industry. The 
American Bureau, for example, is a self-regulator in the industry and 
the Coast Guard gives force and effect to its ‘regul: ations. 

Mr. Mamaut1arp. Is that set up under a statute that permits them that 
right or is this something that the Coast Guard does? 

Mr. Happock. I believe it is under statute, although I am not posi- 
tive of that. It seems to me that we have testified on that specific 
thing. I am not sure whether it is regulation or statute but I believe 
it is statute. 

Mr. Totierson. I do not like to take too much time, Mr. Chairman, 
but I would like to ask about one other matter. 

There have been those conference spokesmen who have indicated 
that they would prefer a deferred rebate system to the dual-rate sys- 
tem but. the only reason that they do not follow that practice is because 
it is prohibited. 

On the other side, the thought has been advanced that we ought 
to adopt the deferred rebate system because it works so well with 
ni —— Some say that foreign nations permit cartels and under the 

artel system the deferred rebate method works whereas it would not 
= k under our system. 

I do not fully understand that. Would you be able to explain to 
me where the cartel system lends itself to the deferred rebate system 
better than our own ? 

Mr. Happock. Well, the deferred rebate is nothing more nor less 
in our opinion than a much stronger weapon of the contract. system 
than the dual rate. For example, under the deferred rebate system 

a shipper would pay a specific rate. In other words, the conference 
wal fix a single rate but at the end of a given period, 6 months 
or a year, he may get back, say, 10 percent of that rate provided he 
had not violated any of the regulations of this conference. 

Now, that means, for example, if he used a nonconference ship dur- 
ing that period he would not. get back the 10 percent. This has the 
effect, of course, of eliminating competition from the trade becanse 
this would force the so-called independent to either be a member of 
the conference or to get out of the business because he could not. op- 
erate in the trade as long as these conference rebates were in effect. 
That is one of the primary reasons that we came out against it. 

Very fri a igh I may tell you that when we started into this, Mr. 
Murdock, who works with me on this committee in Washington, and 
I met with our respective bosses, Mr. Curran and Mr. Hall, and we 
were told that to begin with they did not like the present system be 
cause it appeared to them to be a system which limited competition 
and it smacked rather of the old trust system. 

We came back to Washington and we started working on this and, 

very frankly, I may tell you that we thought very strongly of sup- 
porting the dual rate system but the more we got into it, the more of 
the weaknesses we saw, the stronger we felt that it just. could not do 
he job that was necessary to be done. 

Then we did, very frankly, go to the deferred rebate system because 
here we saw a stronger enforcing provision which was much stronger, 
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in our opinion, than the dual rate in addition to which it is used very 
widely i omaahant the world. Practically all of the maritime nations, 
really large maritime nations do have this system, and they do pre- 
vent competition outside the conferences. 

Mr. Totuterson. That is one of the reasons I brought up this de- 
ferred rebate thing. It is widely practiced in the other maritime 
nations of the world? 

Mr. Happock. Very widely. 

Mr. Totierson. Suppose we adopt the single rate system. Do you 
think that the foreign operators are going to change their rebate sys- 
tem ? 

Mr. Happocx. They will not change it in their trades which do 
not come to the United States but in the trade to the United States 
they would change it because, assuming that they are going to be 
part of these conferences, they would follow the rules of the confer- 
ences. 

Mr. Totierson. If we were dealing only with American ships, our 
problem would not be so complicated. If all the ships at sea were 
American flag, we would not have so complicated a problem. But 
we do have the foreign operators and the question comes to my mind 
that, if we settle on a single rate system, will any of the foreign-flag 
operators want to participate in that kind of a system? 

Mr. Happock. I think that the record will support the statement 
that the foreign-flag operators are as strong if not stronger sup- 
porters of the conference system than the American-flag operators. 

Mr. TotieFson. My own view is that this is because it permits a 
tying arrangement. If they are a member of our conferences they 
cannot practice the deferred rebate system so they have to practice 
the dual rate system. I just have considerable question in my mind, 
Mr. Haddock, about a single rate system because of the fact that the 
foreigners like this tying arrangement. They like to know where 
their cargoes are coming from over a given period of time. 

Mr. Happock. Mr. Tollefson, I do not think that the average foreign 
company has to be concerned about a tying arrangement. You take 
your major maritime nations that are our main competitors. When 
they are carrying cargoes to their nation or from their nation, they 
have a built-in tying arrangement with the officials of their govern- 
ment. For example, take the English.‘ You find an English concern 
that is using other than English ships to transport their products 
either imports or exports and it is not but a very short time before they 
are visited by a very high official in the Government and told about 
the facts of life. 


This same thing happens in Japan and happens in all of the major | 


maritime nations. 

The United States is the only one that does not put pressure upon 
their shippers to utilize the flag of their own nation. This is a great 
shortcoming in my opinion and, if in the administration of this act 
the Board in the administration were responsible to Congress, they 
would see that that provision of the act was carried out in my opinion, 
but they are responsible to the Executive and the Executive just 
refuses to have that portion of the act carried out. 

Mr. TotiEFson. I have taken too much time, Mr. Chairman. 


I would like to hear what the operators have to say with respect to 
your single rate system. 
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Mr. Happocxk. I would be very much interested in it myself. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I note on page 3, you say that in the 6 years the per- 
centage that is carried on U.S.-flag ships has dropped more than half. 
Yesterday, Mr. Berger, from the Agriculture Department, was here 
and talked about the 50-50 provision as applied to grain and I asked 
what percentage he was carrying in American ships and he said 50.7, 
not even 51. Lasked him, How come? He said American ships were 
notavailable. What do you think of that ? 

Mr. Happock. Well, when he says American ships are not available, 
I do not know what he means because there are plenty of American 
ships which are prepared to carry these grain cargoes if they can get 
them. Even our liners at the present time, many of them, are running 
half full, so that they could certainly carry a half cargo of grain. We 
just had some correspondence in from Corpus Christi, Tex. 

Mr. Garmarz. I want to stay on the dual rate question, but I wanted 
to know how it could be said that American ships are not available. 

Mr. Happock. Well, they are available. There may be some tech- 
nicality by which he can back up his statement that they are not 
available. I do know that there are tramp ships which would like 
very much to fix cargoes of grain at a compensatory rate. I know 
that there are liners which would like to carry quarter cargoes, third 
cargoes, and half cargoes of grain at compensatory rates. I do not 
know what his statement is based upon but there were 17 cargoes of 
grain shipped through Corpus Christi this year already and only one 
of those was in an Maneriocn ship so that the agent of the National 
Maritime Union down there asked that we check into it and find out, 
if we could, why. 

I did check into it and I found that all of these cargoes were com- 
mercial cargoes. They were not Government generated. But this 
just shows the magnitude of disregard of the necessities of the .\mer- 
ican merchant marine on the part of the shippers of our country. 

Mr. Garmatz. That is all. 

Mr. Totterson. Would the gentleman yield for the sake of the 
record. 

The witness testified a little later, and I think you had gone, and he 
qualified his statement and did say that at the present time there are 
plenty of American ships available. 

He submitted that the reason fcr adhering so closely to the 50-50 
was that that was a policy of the Commodity Credit Corporation, 
and that he had to adhere to that. 

Mr. Garmatz. It was cheaper probably. 

The CuHatrmMan. Mr. Mailhard. 

Mr. Matturarp. Yes, Mr. Chairman. I have a couple of questions. 

Would you propose that the same type of regulation would apply 
to inbound as well as outbound conferences? 

Mr. Happock. Yes. 

Mr. Maru1arp. Then, coming to your statement on the bottom of 
page 11 where you say: 

Nor do we want the United States to do anything which will be likely to bring 
on retaliatory regulatory measures from abroad, 
if we unilaterally put statutes on the books which give the Federal 
Maritime Board such broad powers as would obviously be necessary 
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in our opinion, than the dual rate in addition to which it is used very 
widely TR cosahout the world. Practically all of the maritime nations, 
really large maritime nations do have this system, and they do pre- 
vent competition outside the conferences. 

Mr. Totierson. That is one of the reasons I brought up this de- 


ferred rebate thing. It is widely practiced in the other maritime 
nations of the world? 


Mr. Happock. Very widely. 

Mr. Totterson. Suppose we adopt the single rate system. Do you 
think that the foreign operators are going to change their rebate sys- 
tem ? 

Mr. Happock. They will not change it in their trades which do 
not come to the United States but in the trade to the United States 
they would change it because, assuming that they are going to be 
part of these aairaneos they would follow the rules of the confer- 
ences. 

Mr. Totierson. If we were dealing only with American ships, our 
problem would not be so complicated. If all the ships at sea were 
American flag, we would not have so complicated a problem. But 
we do have the foreign operators and the question comes to my mind 
that, if we settle on a single rate system, will any of the foreign-flag 
operators want to participate in that kind of a system? 

Mr. Happock. I think that the record will support the statement 
that the foreign-flag operators are as strong if not stronger sup- 
porters of the conference system than the American-flag operators. 

Mr. TotiteFson. My own view is that this is because it permits a 
tying arrangement. If they are a member of our conferences they 
cannot practice the deferred rebate system so they have to practice 
the dual rate system. I just have considerable question in my mind, 
Mr. Haddock, about a single rate system because of the fact that the 
foreigners like this tying arrangement. They like to know where 
their cargoes are coming from over a given period of time. 

Mr. Happock. Mr. Tollefson, I do not think that the average foreign 
company has to be concerned about a tying arrangement. You take 
your major maritime nations that are our main competitors. When 
they are carrying cargoes to their nation or from their nation, they 
have a built-in tying arrangement with the officials of their govern- 
ment. For example, take the English.' You find an English concern 
that is using other than English ships to transport their products 
either imports or exports and it is not but a very short time sillone they 
are visited by a very high official in the Government and told about 
the facts of life. 

This same thing happens in Japan and happens in all of the major 
maritime nations. 

The United States is the only one that does not put pressure upon 
their shippers to utilize the flag of their own nation. This is a great 
shortcoming in my opinion and, if in the administration of this act 
the Board in the administration were responsible to Congress, they 
would see that that provision of the act was carried out in my opinion, 
but they are responsible to the Executive and the Executive just 
refuses to have that portion of the act carried out. 

Mr. Totterson. I have taken too much time, Mr. Chairman. 


I would like to hear what the operators have to say with respect to 
your single rate system. 
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Mr. Happocxk. I would be very much interested in it myself. 

The Cuarrman. Mr. Garmatz. 

Mr. Garmatz. I note on page 3, you say that in the 6 years the per- 
centage that is carried on U.S.-flag ships has dropped more than half. 
Yesterday, Mr. Berger, from the Agriculture Department, was here 
and talked about the 50-50 provision as applied to grain and I asked 
what percentage he was carrying in American ships and he said 50.7, 
not even 51. LIasked him, How come? He said American ships were 
not available. What do you think of that ? 

Mr. Happock. Well, when he says American ships are not available, 
I do not know what he means because there are plenty of American 
ships which are prepared to carry these grain cargoes if they can get 
them. Even our liners at the present time, many of them, are running 
half full, so that they could certainly carry a half cargo of grain. We 
just had some correspondence in from Corpus Christi, Tex. 

Mr. Garmarz. I want to stay on the dual rate question, but I wanted 
to know how it could be said that American ships are not available. 

Mr. Happock. Well, they are available. There may be some tech- 
nicality by which he can back up his statement that they are not 
available. I do know that there are tramp ships which would like 
very much to fix cargoes of grain at a compensatory rate. I know 
that there are liners which would like to carry quarter cargoes, third 
cargoes, and half cargoes of grain at compensatory rates. I do not 
know what his statement is based upon but there were 17 cargoes of 
grain shipped through Corpus Christi this year already and only one 
of those was in an American ship so that the agent of the National 
Maritime Union down there asked that we check into it and find out, 
if we could, why. 

I did check into it and I found that all of these cargoes were com- 
mercial cargoes. They were not Government generated. But this 
just shows the magnitude of disregard of the necessities of the .\mer- 
ican merchant marine on the part of the shippers of our country. 

Mr. Garmatz. That is all. 

Mr. TotitEerson. Would the gentleman yield for the sake of the 
record. 

The witness testified a little later, and I think you had gone, and he 
qualified his statement and did say that at the present time there are 
plenty of American ships available. 

He submitted that the reason for adhering so closely to the 50-50 
was that that was a policy of the Commodity Credit Corporation, 
and that he ad to adhere to that. 

Mr. Garmatz. It was cheaper probably. 

The Cuarrman. Mr. Mailliard. 

Mr. Maru1arp. Yes, Mr. Chairman. I have a couple of questions. 

Would you propose that the same type of regulation would apply 
to inbound as well as outbound conferences? 

Mr. Happock. Yes. 

Mr. Mariu1arp. Then, coming to your statement on the bottom of 
page 11 where you say: 

Nor do we want the United States to do anything which will be likely to bring 
on retaliatory regulatory measures from abroad, 
if we unilaterally put statutes on the books which give the Federal 
Maritime Board such broad powers as would obviously be necessary 
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to police the power granted to the conferences under your proposal, 
what reason do you have to believe that the governments on the other 
end of these trade routes would sit still for this? 

Mr. Happocxk. Well, this is one of the reasons why we have empha- 
sized the necessity of having the conference do the regulating. This 
is a job that the conference has to do is to regulate and enforce its 

regulations, being backed up purely by the law and the Board. 

We feel very strongly that the foreign steamship companies will 
want to participate in “this sort of a sy stem. We think this is a better 
system even for them than their present system. It will certainly, 
in our opinion, prove less costly in the long run for the American 
taxpayer. 

Steamship companies cut rates for the specific purpose of getting 
additional cargo. This is the reason why they do it. If they know 
that they cannot get additional cargoes through the cutrate method, 
I think that they “will start out and work for these cargoes on legiti- 
mate measures and try to build up their trade in that manner. 

Mr. Matruurarp. If you have a condition of overtonnaging and the 
United States has laws that permits the conference to set the rates and 
everyone else must observe those rates, is there not a real danger that 
you would be simply subjecting all the reasons in the conference in an 
overtonnaging situation to slow starvation? Now, an independent 

an come in and provide competition which sort of keeps the conference 
on its mettle a little bit but, under the system that you have outlined 
here, the independent would have no means of coming in. He would 
have to join the conference. That would be all there would be to it. 

Mr. Happock. Well, he may have to join the conference although 
we propose that the conference be left open. 

I do not know what the effect of these regulations of the conference 
making the rates and enforcing the rules and regulations would have 
on forcing independents to come in. I just do not know. The prac- 
ical effect of that may be that they would have to join the conference. 
I do not know. I am not enough of a steamship man to know the 
answer to that. 

Mr. Mariu1arp. Then presumably, to be fair about it, you would 
have to make conference membership clearly open to any qualified 
operator ¢ 

Mr. Happocr. We would so propose. 


Mr. Marti1arp. You do not propose that by law we should give 
monopoly to those who happen to be in the business at any ae 


point, obviously. 

Mr. Happock. That is right. 

Mr. Matuurarp. Then, if you have inbound and outbound confer- 
ences, all, in effect, being regulated under the laws of the United 
States, how in the world is the Maritime Board going to have effective 
enforcement where the seat of the conference and the entire operation 
is abroad ? 

Mr. Happockx. Well, I do not know how the effective regulation 
would work, but it would seem to me that your regulation would have 
to go not only to the conference but the company ‘who is operating in 
the conference and, if any company is coming to the United States as a 
member of a conference which is in violation of the law, then the 
penalty would have to go against that company, it would seem to me. 
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Mr. Matiiiarp. Suppose it is a company that is not in the confer- 
ence. He has not agreed to anything but we have a law that says he has 
to charge the rate that the conference to which he is not a party sets, 
with which he had nothing to do. 

Mr. Havpocx. I think the regulation would go against that par- 
ticular company. 

Mr. Marurarp. What about enforcement? Is it not true that the 
only enforcement power you would have really would be to forbid 
that company to have its ships enter a port of the United States? 
What else could you do? 

Mr. Happockx. You can go further than that. You can set forth 
specific fines against the ship, against. the company. 

Mr. Matuurarp. Which would mean that it could not come here or it 
would be forfeited ? 

Mr. Happocx. If they did come here they would have to pay their 
fines or lose their ships. 

Mr. Mariirarp. Well, all I can say is that I would hate to have the 
responsibility to enforce this thing. I think it would be extremely 
difficult to do because the only tools that you would have would be 
very drastic ones. You would have no formal regulatory control over 
the inbound conferences that are not here. You would have consider- 
able difficulty finding out exactly what they were doing. 

Mr. Hapvock. I think not. First of all, you would require them 
to abide by these rules and regulations. Then you would require 
them to submit to the Federal Maritime Board any contracts that 
they make or any other documents they have which affects the rules 
and regulations. 

Mr. Mariuiarp. Suppose you had a ship that was not a regular 
operator on a long term basis over a route but that moved into it. 
Would he have to charge these same rates ? 

Mr. Happocxk. Sure. 

Mr. Marniiarp. A tramp would have to charge the same rates? 

Mr. Happock. I would assume that the conference would establish 
a full cargo rate which would be different from partial lots of a com- 
modity. He would have to charge whatever that would be. 

Mr. Matiniarp. So you would have the conference lines even con- 
trolling the rates charged by a tramp operator? 

Mr. Happock. There is no reason why tramps should not have con- 
ferences. There is no reason why tramps should not have specified 
rates. 

Mr. Mariiiarp. Of course, under normal procedure now, a confer- 
ence would not admit as a member a casual operator. They only have 
liners ordinarily operating in the conference. This, as I understand 
your proposal, would mean that even though the tramp is ineligible 
for membership, he would be bound by the conference established 
rate. 

Mr. Happock. I do not think you would have, your tramp ineligible 
for membership. I think if he is going to operate in a specific place he 
should be a member. 

Mr. Maiiuiarp. He may operate for a voyage or two if the traffic 
is there and then go somewhere else. 

Mr. Happock. This is quite possible, but I think your rules and 
regulations have to contemplate such questions and face up to the prob- 
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lems that are created by them. For example, you may have a trade 
route where the normal traffic is being taken care of very nicely but all 
of a sudden the traffic explodes. There has to be some way of taking 
care of that traffic so they have to bring in tramp ships or charter 
ships or something. 

Mr. Maruiarp. Charter ships, yes. I mean the operators in the 
field presumably would attempt to provide tonnage to meet the in- 
creased traffic but I do not share your view that, if we attempted to 
set up laws that would require any ship operating in a trade to charge 
the rates established by the conference, we would succeed. I think it 
would not only be contrary to our own Government’s general policies 
regarding the freedom of the seas but I think you would run into 
violent opposition from other maritime nations. 

Mr. Happock. I would doubt it but we could only find that out by 
asking people. I am hopeful that, when you gentlemen make your 
tri aiead this year, that this is one of the things that you will really 
look at. I think you will probably be surprised by the reaction of 
the foreign steamship companies. I think you will find that most 
steamship companies will look very favorably upon the idea of a single 
rate for a specific commodity. 

Mr. Maru1arp. That is all, Mr. Chairman. 

The Cuatrman. Mr. Zelenko. 

Mr. Zetenxo. Mr. Haddock, through the years we have been here 
I have always looked upon your informative statements with great 
consideration and have been able to find them. But, frankly, on 
this voyage, I have lost my compass. It appears to me that you are 
self-contradictory in many respects. First of all, if I understand it, 
you do not want any more Government regulation here. You do not 
want Government regulation and I think, by the facts of the situation, 
where we have foreign shipping we cannot impose our Government’s 
regulation without retaliatory measures. You say that. 

Mr. Happock. I say that but I want to explain what I am trying 
to say here a little more thoroughly. 

What I am saying, in effect, is that we cannot have Government 
regulation such as, for example, the ICC, in this field. 

Mr. ZeLeENKO. Well, if the Maritime Administration becomes an 
arm of the Congress and sets certain regulations, any regulations, 
and is given the power of enforcement, whatever they are, they might 
be subject to retaliation ? 

Mr. Happock. If they might be subject in the future to retaliation, 
then they are subject to it now, and they have that power at the 
present time and they do enforce to some extent that power at the 
present time. 

Mr. ZeLenKO. We both concede that the dual rate system is one of 
self-regulation by the industry, and none of us claims here, even its 
most ardent advocates, that it is the system or the end to all problems. 
They do say that it is the best of a number of poor systems and 
the best solution to a number of complex situations dealing with 
deferred rebates and other instruments used by other governments; 
and, despite the use in other countries of deferred rebates and other 
devices, some foreign companies have come into this dual rate system 
to work together with American companies. Now, we have been con- 
fronted with this problem here due to the fact that some independents, 
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and one in particular, have gone into court and been sustained by 
a decision that the power of these self-regulatory conferences has 
amounted to monopoly, that they set forth penalties, that they punish 
their members and indirectly punish independents who do not follow 
their practices. Yet, in part of your statement you go further than 
even the advocates of the dual rate system. You say that members 
of the conference should have the power to enforce a rate, to make 
independents follow that rate, which was the very thing that this 
independent complained about and which resulted in the Supreme 
Court decision, although you may recall that it was brought out earlier 
in the session that, I think, the Supreme Court decision was based 
on the wrong law and, in my opinion, I think if certain points were 
raised we would not have had it. Be that as it may, you said that 
the conferences can impose upon the independent directly a rate which 
the independent must follow. How does that jell with your other 
thought that there should be free competition? 

If the conference can enforce a single rate by regulation, be it large 
or small, by whatever Government body or law, does that not contra- 
dict your statement that there should be free competition? Do you 
not then create a monopoly ? 

Mr. Happocx. No, I do not think you create a monopoly. You 
create a situation where you eliminate rate competition. 

Mr. Zetenko. By having the independent be made to follow the 
rate that the conference sets. That is what the independent has com- 
plained about. They say that these people have ganged up and volun- 
tarily established rates which eliminate competition, and now you say 
that you give the conference the power to establish rates. 

Mr. Happock. I do not think this is what the independent has 
kicked about. I think the independent has kicked because the confer- 
ences have been acting illegally and treating him as an outsider who 
has no legal standing, and I think this is basically what the kick has 
been about. 

Mr. ZetenKo. The substance of the complaint has been that the 
conference represents a monopoly by its dual rates and so controls 
its rates that it eliminates free competition. That is what the inde- 
pendent says. The independent does not say, “We have been refused 
membership in conferences.” They have no complaint on any other 
aspect. They say that is it. 

You come forward and say that, “In order to help this independent 
or to help any independent have the advantages of competition, what 
we propose to do is to give the conference the right to set the rate 
which the independent must follow.” That is where I lost my com- 
pass in the first instance. I cannot reconcile your two arguments. 

Mr. Happock. Let us go back to your first question here about the 
conference establishing the rate. 

The conference at the present time establishes a rate. It is a con- 
ference rate. It does not mean that it isthe only rate. 

Mr. ZeteENKO. Now they do not have the power of Government 
enforcement which, under your suggestion, they would have. 

Mr. Happocx. The only power of enforcement they have at the 
present time is to attempt to put the independent out of business by 
illegal means. 

r. ZELENKO. What are the illegal means? 
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Mr. Happocx. Well, as you know, I am no lawyer but the case, as I 
understand it, that went to the Supreme Court dealt with this very 
question of prev enting the independent from operating within a con- 
ference through this tying arrangement. 

Mr. ZerenKo. Will you t take my interpretation of the Supreme 
Court decision ? 

Mr. Happock. You are anattorney. Iam not. 

Mr. O’Convor is the expert on this. 

Mr. Zetenko. His complaint has been all along, even in the decision, 
that the voluntary alinement of these companies with their dual rate 
system has constituted unfair competition in the sense that they have 
set what he calls illegal rates. They do not complain that they are 
illegal practices as to coercion or extortion or refusal to have his com- 
pany become a member. That is the illegality, and yet you would 
give that so-called illegality the force of an enforcible law. 

Mr. Happock. But not to enforce dual rates, to enforce a single rate. 

Mr. ZetenKo. Let us come down to single rates. We concede and 
I repeat that dual rates, people have advocated here, are the best of 
a poor system, otherwise we would be into deferred rebates. That is 
their argument. They use dual rates in order to get companies to 
give them long-term projects so that they can stabilize their ship- 
ments and figure out how many sailings they will have and the costs. 
They say that is the purpose of dual rates, that they give an induce- 
ment. The independent has come along and, instead of meeting that 
price, has cut that price. They complain that he is the fellow that 
is establishing unfair competition. He says no, that they are. That 
led to a rate war. 

Now, we have heard from a number of American companies, and 
Tam only repeating what I heard when I say that one of the reasons 
that I see for a dual rate system in the conference system was that 
this voluntary association of foreign companies protects American 
companies and enables them to stay in business. 

The argument has been advanced also that the foreign companies 
thereby make more money than they would ordinarily ‘and like this 
system because their rates are higher. They have to be higher in 
order to enable the American companies to compete. 

All right. We want to keep the American companies in business 
so that we say that it is a good thing for the American merchant 
marine. Let them stay in business. 

So they have voluntarily decided that for a long term or for special 
inducements they will give a lower rate than that of the transient 
customer. That is the way they have been working. 

You come along and advocate a single rate. You say you are in 
favor of conferences and they should “establish a single rate which 
they would have the power of enforcing, no more dual rate, no more 
deferred rebates, a single rate. 

I am trying to follow this. 

It is also conceded that in almost every conference there are more 
foreign ships than American ships. It is also conceded that a foreign 
ship can operate much cheaper than an American ship. So we oper- 
ate now under the Haddock law and the conference meets and they 
establish single rates and they come to commodity A. There are 17 
foreign companies and 3 American companies. They no longer can 
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operate under the dual rate system which the American companies 
had been satisfied with but which, by force of the Haddock law, they 
must eliminate. 

The foreign companies say, “Everybody is going to operate under 
this same rate. We have 17 votes. They have 3.” 

The American companies say, “The commodity rate on commodity 
A should be $6.” 

The 17 foreign companies say, “Well, no, let us vote for $3.” 

So they have a big discussion and they vote. It comes out $3. The 
American companies then say, “Well, we cannot subsist on $3. This 
will prevent us from operating.” 

Well, the conference votes for a single rate of $3. That is the rate. 

Now, ’ what happens? The American ships in the conference cannot 
compete and the American Government, through the force of its reg- 
ulations enacted under the Haddock law, must enforce the $3 rate 
which will promptly tie up every American ship in the conference. 

To me, that seems to be one of the effects of the Haddock law. 
If it is not, I should like you to explain to me in what respect my 
interpretation of the Haddock law has been erroneous. That is my 
last question. 

Mr. Happvock. Take the example which you set forth. If that 
example were possible, today under the dual rate system the American 
companies would all be out of business today. 

Mr. ZeLeNnkKo. I am adopting the Haddock law now, the single rate. 

Mr. Happock. I am going to get to the single rate but I am saying 
that, if your example were a v: lid ex xample, there would be no Amer- 
ican companies operating today. 

Mr. ZeLenko. Under the Haddock law. 

Mr. Happocx. Under our proposal for a single rate, we would expect 
the conferences to have regulations on voting which are set up, given 
effect of law, that would protect minorities in the conference. They 
have that today. 

Mr. ZrLENKo. Give me one example of how that can be done. 

Mr. Happock. You have a unanimous vote of a conference before 
you can change a rate. That exists today. 

Mr. Ze_enkKo. I am against that even in the labor law going on the 
floor next week because it will not work. I do not know whether this 
will work. 

Mr. Happock. There are some conferences that require a unanimous 
vote today just because of the example which you specified, so that 
a regulation governing voting would certainly take care of such 
questions. 

Mr. ZetENKo. Would that not put the Government further into 
regulation? How could we legislate, and that is my point. I picked 
one example to point up what I thought was one of the problems, 
and I shall not take any more time. 

You argue against further Government regulation yet almost ev ery 
explanation you give to almost every question just seems to bring out 
the fact that the only way your idea could work would be more Gov- 
ernment regulation. That is why I say it seems to me to be self- 
contradictory. 

Mr. Happock. We say in here that there will have to be some more 
Government regulation but we say keep the Government out of the 
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ratemaking end of it. We do not want them to get into the business 
of setting specific rates based upon various criteria. We want the con- 
ference to do this. 

We have said in here that the Federal Maritime Board would have 
to draft a set of uniform regulations for conferences but that these 
uniform regulations should come after the Board has sat down with 
the conferences, with the steamship companies, with all interested 
parties, and gone over this problem very carefully so that they draft 
uniform rates that did not hurt our commerce in any way. 

Certainly no system could exist which had the effect of putting an 
American company out of business or, for that matter, a foreign 
company out of business. 

So that the regulations are going to have to face up to such problems 
just as they do now. 

But, under our system, I am convinced that it would be a much 
easier system to enforce than the dual rate or the deferred rebate 
system. Neither one of those are enforceable today. 

The Cuarrman. Mr. Haddock, let me ask you a question. You 
have discussed everybody but the shipper himself. Are you going 
to give him some consideration ? 

Mr. Happock. I think the shipper under our sort of a system 
would have greater consideration than he has ever had before because 
at the beginning he would certainly participate in the drafting of 
regulations. 

Here again, you get into this whole question of the regulations 
themselves, and I have not wanted to get into trying to specify what 
these regulations should be, because I simply am not competent in the 
field. Ido not know enough about it. 

However, I would expect, for example, that when a shipper would 
come to a conference, the conference under its regulations would have 
a setup to consider his request. If he wants a lower rate, they would 
have to have a system of considering his request for the lower rate 
and go through the question. If there was a higher rate to be put 
into effect they would have to announce this higher rate and give them 
sufficient time before they put it into effect. 

As a matter of fact, there ought to be a specific time, I should think, 
on the lower rate, too. 

The Cuatrman. Mr. Anfuso. 

Mr. ZeteNKo. I have just one more question. 

Just what would you do in the case of a conference made up entirely 
of foreign companies, with no Americans in it ? 

Mr. Happock. I think you would have your same system. I do not 
see how you can deviate. I do not think you can discriminate against 
the foreigners because there happen to be no Americans in the 
conference. 

Mr. Zetenko. Could you enforce any of this against conferences 
made up purely of foreign companies ? 

Mr. Happock. You enforce them now. Why not continue? 

The United States can enforce any law it enacts dealing with its 
foreign commerce. True, there are certain areas in which you may 
get into retaliation but, if you are going to have a conference made 
up purely of foreign lines and they are going to operate under these 
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regulations, I cannot contemplate the foreign nations coming in with 
any sort of retaliation. 

Mr. Zetenxo. Except that, if they vote unanimously for this lower 
rate I was talking about, then the American ships are out of business. 

Mr. Happock. You are talking now of a conference where there 
are Americans and foreigners ¢ 

Mr. ZeteNKo. Suppose they decided to have their own conditions 
and made a lower rate. We could not do anything about it and we 
would have to enforce it through the Haddock law; would we not? 

Mr. Happock. I am not sure what you are talking about. Are you 
talking about a conference of foreign companies only ? 

Mr. ZeLtenKo. Foreign companies only have a conference, and we 
establish rules that they have to operate on and we say a single rate. 
They make a rate that no American company can compete with. We 
force the American merchant marine off the seas. 

Mr. Happock. I cannot contemplate our Government making a 
regulation governing conferences that would bar U.S. ships from 
the conference. 

The Cuarrman. Mr. Anfuso. 

Mr. Zetenxo. [ yield my time. 

Mr. Anruso. Mr. Haddock, as I understand your proposition, the 
independent would be bound by the single rate; would he not ? 

Mr. Happock. Yes, sir. 

Mr. Anruso. Now, how is that different than, for example, if we 
took some food company, say Atlantic & Pacific, Associated Foods, 
Food Fair, and Giant, et cetera, and let them get together and fix a 
price that certain foods were to be sold at. Would they not put out 
of business any independents that could not compete with those 
prices ? 

Mr. Happocx. I think they could and, as a matter of fact, I think 
they do. I do not think there is any question about that. 

Mr. Anruso. That is why they are under investigation, in many 
cases, 

Mr. Happock. That is right. 

Mr. Anruso. Why would this not be a similar situation 4 

As Mr. Zelenko pointed out, would not this bring us closer to 
this monopolistic situation that the Supreme Court has complained 
about ? 

Mr. Happocx. No, I think it takes us further away from it because 
we would have this done under the authority of the Government. 
We would have the Federal Maritime Board which has certain laws 
now that it follows and would have to continue to follow. We would 
hope that those would be strengthened and you have the same situation 
that would apply to the steamship rates basically as would apply 
to other transportation rates which we have inland. 

Now, we mentioned in our statement, but we have not attempted 
to document it because we assumed that this was a well-known fact, 
that insofar as air, truck, and rail rates are concerned, these are estab- 
lished at the present time and the policy of our Government for a long 
period of time has been that rate compensation, as such, amongst the 
railroads, or amongst the trucks, or amongst the water carriers inland 
are destructive of the commerce of the United States and harmful to 
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the shippers and the general public. We are taking basically the 
same approach. 

Mr. Anruso. I know what you are driving at, Mr. Haddock, but 
would not certain basic rights be taken away from the individual? 
Suppose I, as an independent, did not like this rate which the confer- 
ence reported out, or suppose I wanted to undersell them. I had 
reasons to undersell them. On this particular item I wanted to under- 
sell them. That is my right. You are taking that away from me. 

Mr. Happock. That is taken aw ay from you in other forms of trans- 
portation. That is taken away from you in all of our rate regulatory 
systems. 

’ Take your telephone company. Here is an area where you have 
one rate. If I want to come in and charge a lower rate, I am not 
permitted to as an independent. 

Mr. Anruso. Of course, I do not know whether you can make that 
comparison but, anyway, you have something that this committee 
should consider. 

Then, as the chairman brought out, the shipper also would have 
no choice. He would have to accept whatever rate is fixed. He can- 
not say, “I do not want to take that rate. I want to go to Isbrandt- 
sen.” His right of choice has also been taken away. 

Mr. Happock. His right of shopping around and getting cut rates 
has been taken away but his choice of carrier has not been taken aw ay 
because he can use any carrier that is in the trade. 

Mr. Anrvuso. I know you represent these unions. To get to what 
you are primarily interested in, what evidence do you have that a 
single rate system set up by conferences would bring in more trade 
to our American-flag merchant ships? 

Mr. Happock. I have no evidence that it would bring in more trade 
to our American merchant ships but we think, coupled with the other 
things that we have talked about here, that it will bring in more trade. 

Mr. Anruso. But can you supply any evidence to ‘this committee 
that the system that you propose will bring in more trade to our 
American merchant marine ? 

Mr. Happock. Yes, I think I can do that. 

Mr. Anruso. You can do that? 

Mr. Happock. I can do that. 

Mr. Anruso. Would you mind supplying that for the record ? 

Mr. Happock. Yes. 

(Information requested but not furnished. ) 

Mr. Anruso. I have one final question. How would your system 
that you have advocated benefit American labor? Would it bring 
more work? Would it cause more people to be employed, do you 
think ? 

Mr. Happock. Yes. This is going to mean more products, more 
commodities shipped in American ships, we believe, and this is going to 
mean helping our foreign commerce. Our first test is whether or not 
this will help our foreign commerce and we think that it will because it 
stabilizes our foreign commerce situation in such a manner that our 
shippers, importers, and exporters, will know, on a regularized basis, 
what they can sell and what they can buy for. They will not be 
afraid that tomorrow some foreign guy can come in and undersell them 
$1 or $2 based upon a rate situation. 
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Mr. Anrvuso. On the question which I asked you, the American 
shippers have testified that under the dual rate system they can guar- 
antee jobs because of the length of the contract which they have. 

Would you say that your system is better? 

Mr. Happock. I would say that it is better because, under the dual 

rate system, they can only guarantee the jobs, talking about the shipper, 
the exporter and importers, so long as the so-cs alled i independent, and I 
am not sure it is always the independent, so long as there is not a rate 
cutter coming in and knocking their market out from under them as 
happens from time to time. This is the thing that eliminates the jobs. 

Mr. Anruso. Thank you. 

The Cuamman. Mr. Downing. 

Mr. Downtne. I have just one question, Mr. Chairman. 

On page 12, you say that this will solve the f.o.b.—f.a.s. problem. 
Would you explain how that problem will be solved under this pro- 
posal ¢ 

Mr. Happock. Iamsorry. I did not get that, Mr. Downing. 

Mr. Downrnc. You said that this will solve the f.o.bf.a.s. problem. 
I want to know how it solves it. 

Mr. Happocx. Well, your f.o.b.-f.a.s. problem, as set forth in your 
hearings here, comes about because of companies, shippers, specifying 
where they want their cargoes to go, what. ships they want them to go 
in. This is because they get some sort of rebate. Whether it is a 
legitimate rebate above the board or below the board is beside the point. 

It is because they get some sort of a rate advantage. 

This will eliminate the assignments of cargoes based upon rate 
advantages. To that extent, it will eliminate this problem. 

Mr. Downtne. Suppose some consignee in, say, Algeria, directs the 
U.S. exporter to transport his material on a Liberian steamer which is 
not a member of the conference. The exporter goes ahead and does it. 
Still he is subject to no regulations or restrictions even if he is a 
member of the conference ? 

Mr. Happock. He is subject to the restriction that he will live up to 
the regulations that are promulgated for that trade and he is required 
to follow the rate that is established by that trade. 

Mr. Downtna. The shipper? 

Mr. Happock. No, the steamship company. 

Mr. Downtne. The company is not in the conference, though. It is 
from Liberia. It just came over for this trip. 

Mr. Happocr. It does not make any difference whether it is in the 
conference or not. It still has to charge the rate, so that the fellow 
that wants it to go on that Liberian ship gets no advantage from 
having it go on that ship. 

Mr. Downrnc. How will we restrict a Liberian ship? In the event 
that it does this, ‘what jurisdiction do we have over that ship? 

Mr. Ilappock. Well, if the ship never comes in here again, this is 
one thing. You will havea real problem here. I do not know myself 
how this could be regulated at the present time. 

Of course, speaking of Liberia, I do not think that would be any 
problem anyway because all those ships are under the control of the 
U.S. Government anyway. 

Mr. Downrna. I just used that as an example. 

Thank you. 
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The Cuatrrman. Mr. Casey. 

Mr. Casry. Going back to the exporter, how are you going to assure 
reasonableness of rates ? 

Mr. Happock. How are you going to assure reasonableness of rates ? 

Mr. Casey. Yes. 

Mr. Happock. I think there are two basic things. First of all, you 
take a conference, say, from the gulf to the Far East and another 
conference from the North Atlantic to the Far East and another 
conference from the Pacific coast to the Far East. You will find, 
going over those rates, the same commodities and those commodities 
are competing pricewise in the markets in the Far East, so that the 
freight rates are going to have to have very considerable relation one 
to the other or otherwise the competition is going to dry up and, any 
time the competition dries up, the steamship. company is not going to 
carry the cargo. 

The only thing he is interested in is making money from carrying 
that cargo, so he has to keep the goods flowing in his ships. 

Now, you also have the situation where this same trade, say the Far 
East again, is being served from other countries with exactly the same 
commodities but over foreign steamship routes, so that the U.S. rates 
insofar as the shipper is concerned have got to meet those foreign rates. 
Otherwise he will be priced out of the market by the foreign competitor. 

So that, you have two very definite areas of competition that will 
assure reasonable rates for the shipper. 

Now, there is only one instance where I can foresee that the shipper 
may not have a reasonable rate, and that is if he happens to be the 
only person in the trade. If he has no competition from anyone else 
in the United States or from anyone else abroad, then his rate may not 
be reasonable. The conference could, I assume, set an unreasonable 
rate or one that I may consider unreasonable. 

Mr. Casey. Suppose you have more than one supplier or exporter 
here supplying this material or product. There is no foreign com- 
petition. You have plenty of competition on the gulf coast and east 
coast and Pacific coast but there is nothing to stop | ‘these three confer- 
ences from getting together and charging a very high rate, is there? 
They will say, “We will block this out. They pay that rate or else.” 

Mr. Happocx. I would assume that the Federal Maritime Board 
would set up a regulation that would prevent conferences from getting 
together in concert and establishing high rates. This is one “of the 
things I would certainly expect. 

Mr. Casey. On page 12, the first full paragraph, you say: 

Therefore, we recommend that the limits of regulations presently in the 1916 
act to which we have referred, be carefully defined in your bill and the com- 
mittee report so that they become effective without empowering the Federal 
Maritime Board to fix either the level of such ocean freight rates or their 
commercial reasonableness. 


You are going to leave it strictly up to the conference as to the 
reasonableness ? 

Mr. Happock. Well, it is strictly up to the conference but it would 
be under certain regulations from Maritime. For example, today 
conferences cannot meet and cause discrimination. 

Mr. Casey. I know but do you want to knock this out entirely ? 
You say you do not want the Federal Maritime Board to have any- 
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thing to do with fixing the level or the commercial reasonableness 
of rates. Shall we knock this paragraph out? 

Mr. Happocx. The Federal Maritime Board I do not think today 
has any power. 

Mr. Casry. Yes, they do. ‘They do now. 

Mr. Happock. Well, they have the right to prevent discrimination. 

Mr. Casey. That is what we are talking about. Commercial rea- 
sonableness is another way of saying discrimination. 

Mr. Happocx. This is discrimination against the general public. 

{ do not know how this could be handled if you have just one con- 
fo or one shipper, but certainly if you have more than one con- 
ference, you are going to have your competition between your con- 
ferences. Certainly the conferences are not permitted to get together 
now and determine joint rates and eliminate the competition that 
exists. I would assume that we would continue into the future with 
a regulation that would carry this forward. We have certainly, in 
our statement, indicated that this competition does exist. We would 
want it to continue. We do not want the shippers to be left open. 

Mr. Casry. You could have just the reverse of the situation that 
Mr. Zelenko pointed out where the American shippers say, “We want 
to get our products overseas. We thing a reasonable rate is $6,” and 
the rest of them say, “No, we have this blockaded around here. If 
they are going to ship out of here, we are going to make a good killing 
and will make it $12.” You could have that situation easily enough. 

Mr. Happock. If this is detrimental to U.S. commerce, it would be 
forbidden now. 

Mr. Casry. And I would assume that we would have that continued 
into the future. Then we had better change the statement on com- 
mercial reasonableness and have that determined by somebody other 
than the conference. 

Mr. Happocxk. Let me see if I can explain. You have a rate estab- 
lished on a commodity of, say, $10. From the east coast this com- 
modity moves to South America at a $10 rate. From the gulf coast, 
we will say, it moves at a $9.50 rate, and from the west coast it moves 
at maybe an $11 rate. The Maritime Board, under this commercial 
reasonableness criterion, may come in and say to the conference on 
the east coast, “We think your rate is too high because we have 
looked this over and we think you are making $5 on this rate and that 
is too much money to be making. So we are going to have you cut 
that down to where you are only making a 10- percent profit,” as- 
suming that they can figure this up. This may immediately put the 
company in the gulf in the position of not being able to compete with 
this party at all if the Maritime Board « loes this, and they are looking 
here purely at the financial or commercial reasonableness of the situ- 
ation instead of looking at the practical situation that exists in the 
trade. 

Mr. Casey. I understand that is true under existing law but, if 
they are charging $11 on the Pacific coast now, under your law if 
a shipper comes in and says, “You are ch: arging me too high a rate,’ 
and they say, “No, we are going to raise it,” he has no appeal. 

Mr. Happock. He would have some appeal. We would require 
regulations where he would have an appeal. Certainly we would 
require regulation of these conferences that would give him every 
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ees br sak, ‘We are interested in moving the commerce of the 
United States. This is the first job. Unless these shippers can ship 
either outbound or inbound, there is not going to be any cargo nor 
these shipments. So we want regulations that will prevent dis- 
criminations against any shipper by any conference. They cannot 
do it now under the present law. 

Mr. Casry. That is all, Mr. Chairman. 

Mr. GARMATZ (presiding). Mr. Johnson. 

Mr. Jounson. Mr. Haddock, I want to confine my questiong only 
to the rather alarming statistics that you give on page 3 where you 
state that the Department of Commerce now states that we have 
dropped to about 8.7 percent in our U.S. waterborne freight trade 
on U.S.-flag ships. 

I believe you have answered the chairman that perhaps one of the 
large reasons is the fact that the American industries use foreign 
flags which, of course, they own themselves or over which they have 
some control, is that right ? 

Mr. Happock. That is right. 

Mr. Jounson. If you, of course, include that classification, mean- 
ing those that are more or less fin: anced by American interests, what 
percentage of your foreign trade today would you say is carried 
by U.S.-flag ships? 

Mr. Happock. This is a guesstimate but I would say that of the 
liner trades that our ships are probably carrying in the neighborhood 
of 35 to 40 percent of that trade. 

Mr. Jounson. By virtue of what you say is the actual practice, 
that is a great loss, I presume, to your employ ment of American 
seamen, use of American supplies, et cetera ; is that right? 

Mr. Happock. Yes, it is, but from the viewpoint “of our national 
interest this is far less important than other aspects. 

Mr. Jonnson. Can iyou tell us the prime reason or reasons why 
this American interest is investing in the foreign-flag ships and using 
the foreign-flag ships ? 

Mr. Happvock. Well, I really do not think any one knows, only that 
they say it is financial. Whether they are using this as an excuse 
to try to mislead people, I do not know. 

Take one example, and I am not picking them out because this 
can apply to practically all of your bulk cargoes, and certainly to 
your ores and oil. Take your oils, for example. About 98 percent 
of our oil is imported in foreign-flag ships. All of those imports 
are controlled by U.S. companies, every bit of it. They say that they 
do this because it is cheaper. Well, no doubt about it, it is cheaper, 
but who is it cheaper to? It is not cheaper to the American con- 
sumer, not one penny cheaper. It is not cheaper to the producer 
of the oil in the Middle East or South America or wherever it comes 
from. It is just cheaper to the international oil companies who ad- 
minister their prices all along the road. For example, oil is imported 
into the United States from the Middle East or other foreign sources 
on the basis of the Texas-produced price. 

Take your largest American oil producing eri The Humble 
Oil Co. in Texas is a producer of only U.S. oil. That is all they 
refine. Those refined products are sold in the U.S. market in “com- 
petition,” mind you, and I am putting competition in quotes, with 
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the oil from the Middle East that is delivered to the gulf coast at 
anywhere from $2 to $1 a barrel cheaper than the Texas oil, so that 
all of this money that is saved in these administered prices simply 
goes into the profits of the companies. They do not redound to the 
benefit of the U.S. consumer. We are in the paradoxical situation 
of having them control our foreign policy, the oil companies, not 
only controlling our foreign policy but actually determining the 
strength of our ability to defend ourselves against attacks by this 
tanker shortage which they create, not permitting the tankers to be 
under the control of the United States, 

For example, at the present time, take the Middle East situation. 
It is in the control of one man, Nasser, all of that oil. The pipelines 
go across Syria, which is part of the Arab U.A.S. controlled by 
Nasser. If it does not come through the pipelines it comes through 
the canal, again controlled by Nasser. If that oil has to move around 
the cape, it will take about 25 percent more ships to move the oil 
from the Far East through ‘the canal, closing down the pipelines 
alone. If they close down the canal, it will take 50 percent more 
ships to move it around. 

We do not have those ships. Those ships are not under our con- 
trol. Those ships are under the control of foreigners. 

We saw that happen in the Suez situation and overnight. In a 
6 months’ period we could have built enough ships to h: indle all of 
our own imports just by the additional freight rates that we had to 
pay during that period. 

Mr. Garmatz. Thank you, Mr. Haddock. 

Are there any other questions? 

Mr. Happock. Thank you. 

Mr. Garmatz. The meeting will adjourn. 

We will meet tomorrow at 10 o’clock. 

(Whereupon, at 11:50 a.m., the hearing was adjourned, to recon- 
vene at 10 a.m., Wednesday, August 12 , 1959.) 
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WEDNESDAY, AUGUST 12, 1959 


House or REPRESENTATIVES, 
SPEcIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES, 
OF THE COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present : Representatives Bonner, Garmatz, Zelenko, Anfuso, Down- 
ing, Johnson, Tollefson, Mailliard, and Glenn. 

Staff members present: Bernard J. Zincke, counsel; Robert H. 
Cowen, counsel ; and William B. Winfield, chief clerk. 

The Cuarrman. The committee will come to order. 

We will continue the hearings on the subject of dual rates this morn- 
ing with the distinguished gentleman, Hon. John J. O’Connor, former 
Member of Congress and now one of the most outstanding attorneys 
in the District of Columbia. 


STATEMENT OF HON. JOHN J. 0’CONNOR, ATTORNEY AT LAW, 
WASHINGTON, D.C. 


Mr. O’Connor. Yes, I was eee the future. 


The Cuarmman. We heard Mr. O’Connor’s general statement and 
it is my understanding that he is back for questions. 

Mr. ZELENKO. I think that is right, Mr. Chairman. 

As I recall, Mr. O’Connor, when he testified, did not have a prepared 
statement and it was not until after he finished that we were able to get 
a copy of his testimony. I think he then agreed to come back so that 
we could ask him questions on his statement. 

The Cuarrman. Allright. I yield to you, Mr. Zelenko. 

Mr. ZELENKO. Mr. O’Connor, in one part of your statement, and I 
do not have the page but I got the proof originally, you testified and 
said that Mr. Morse himself had said before the committee that the 
purpose of the dual rate system was to eliminate independent com- 
petition. ; 

I should just like to indicate to you that Mr. Morse subsequently 
said that he wanted to insert the word “unfair” independent competi 
tion. I assume that you were here when he was questioned on that 
later. I wanted that corrected in Mr. Morse’s testimony. 

Mr. O’Connor. I do not think that is consistent with the position 
he has taken over the years, which is quoted in my statement and the 
decision rendered in Docket. 743. He said, in effect, there is no use of 
quibbling about it because the purpose of the dual rate system is to 
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eliminate all competition, and that is what it will result in if it is 
successful. 

There are several quotes in my testimony that bear that out. 

What he means by “unfair independent competition,” I cannot 
conceive, and I do not think it interprets his real attitude in the 
matter. His statements have always agreed with the counsel for the 
Board that the purpose of the system was to promote a monopoly. 
Mr. Morse had said at another time that the conference aims to get 
all the cargo and a monopoly will result. This is what he said in his 
opinion w hich was filed in the record : 

In considering an application to institute a dual-rate system in any trade, we 
must recognize the immediate purpose of the system, simply stated, to be the 
elimination of non-conference competition. 

Mr. ZetenKo. So that it is your statement then, Mr. O’Connor, 
based upon what you say are the prior actions in various of the pro- 
ceedings, that the substance of the testimony regardless of the words 
is that the stand of Mr. Morse is that he wishes to eliminate all in- 
dependent competition, unfair or otherwise. Is that what you are 
indicating 

Mr. O’Connor. I am not saying that he wishes that. 

He is stating what the purpose is. He was in the outstanding con- 
ference dual-rate law firm, Graham & Morse, in San Francisco, before 
he became counsel to the Board and later on he became chairman and 
he was always very frank. 

He was in favor of the dual-rate system even though it resulted in 
a monopoly and in this case, where the other two members of the 
Board said, “that would be a monopoly, they would have 97 percent 
of the cargo and the Board has already said that 80 percent is a mon- 
opoly,” in spite of that, he disagreed and filed a dissenting opinion and 
the chairman of his conference, Mr. McArt, who testified in San Fran- 
cisco, and Mr. James, their lawyer, who has testified here and in San 
Francisco, also took the position very definitely that the purpose and 
goal of the system was to eliminate all independent competition. 

Mr. ZetenKo. So that your statement now is stronger than the 
question which I put; that is, that it is your feeling that the Board’s 
position, as evidenced and spoken for by Mr. Morse, i is that the Board 
felt and Mr. Morse’s position was, through this conference system 
and the dual-rate system, to eliminate independent competition, unfair 
or otherwise ? 

Mr. O’Connor. Of course, the other two members of the Board did 
not agree with him in this particular case where he said that. 

Mr. ZELENKO. I say that that has been Mr. Morse’s stand all through 
the years. 

Mr. O’Connor. Absolutely. 

Mr. ZeLenKo. That he wants to eliminate independent competition, 
unfair or otherwise. 

Mr. O’Connor. Yes, and in the first 7shrandtsen case in New York 
before the statutory court of three, presided over by Judge Frank, 
this is what the counsel for the Board said, and Judge Frank quoted 
it: 


That the purpose of the dual-rate provisions was, if possible, to bring about a 
condition in which an independent carrier (such as Isbrandtsen) could be com- 
pelled (through loss or threatened loss of profits) either to join the conference 
or go out of business. 
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If a contract system is wholly effective it will result in a complete monop- 
oly * * * necessarily in these circumstances, there will be no service by inde- 
pendent operators. 

Mr. ZeLENKO. Now, may I go on to the next point? 

The Cuarrman. W ould you let me make one thing clear ? 

Mr. ZeLen«Ko. I yield. 

The Cuarirman. It is just what you said there, “either to join the 
conference or go out of business.” Fora long time I have been a mem- 
ber of this committee and that very situation that you mentioned 
there has interested me. I watched Waterman and I watched 
Isbrandtsen and I knew Mr. Isbrandtsen, who has gone on. He was 
a very outstanding individualist, I would say. I watched other com- 
panies who were independent operators and not subsidized and it 
always was an interesting question to me as to how they got along 
and got along so prosperously and so well as independent operators 
as against the subsidized operators. Their business eventually grew, 
they accumulated wealth, and now it is said that the conference pro- 
hibits them from doing business, from being successful and prosperous. 

Just how do you put those two things together ¢ 

You knew of Waterman and the great shipping interests that they 
developed. You knew of Mr. Isl yrandtsen’s venture and the great 
success he had. 

All that time the conferences were going on. There were dual rate 
practices and there were other practices. Yet it is contended that 
the dual rate system and other systems are a monopoly and prohibits 
them from operating. 

Just how do you put those things together, Mr. O’Connor ? 

Mr. O’Connor. There is a sort of tie-in between conferences and 
dual rate systems. The conference system would not be dangerous 
without the dual rate system. 

The Cuairman. I did not strictly say the conference system. I said 
the dual rate system and other practices. They not only have been 
prosperous in the nga trade but they have been prosperous in the 
import trade and the international trade. All that time they have 
been up against the deferred rebate system and the dual rate system. 

Explain to me, since you contend that there has been a monopoly, 
how did they prosper so? 

Mr. O’Connor. They prospered up to the point where their ships 
became old-aged and the 20 years w as running out. 

The CHatrMan. You mean now they come in for replacement of 
their fleet under the subsidized operation? If that is it, then it is not 
fair to say that the monopoly is the cause of their trouble. The cause 
of their trouble, then, by your own words, is that they have to replace 
their fleet ? 

Mr. O'Connor. I have not finished, Mr. Chairman. 

It is all woven in there that the foreign ships coming back, foreign 
governments and companies coming into the trade with fast ships, like 
the Japanese, and then the bigger American companies even coming 
in with subsidized and fast ships, these independents who had no 
government or subsidy behind them were found with just these old, 
old ships, and they were more susceptible to being put out of business 
by this combination of modern ships with all the accommodations 
of refrigerated sections and silk rooms, and so forth. 
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In good times, the demand for cargo space, of course, at times, 
could not be supplied and people went to the independent, but in the 
whole turn of events up to now, I would say that Isbrandtsen would 
not be worried about the conferences or their practices so much, al- 
though we would still be fighting them, if they could procure fast 
modern ships to meet that kind of competition. 

The Cuarrman. Mr. Witness, there is no feeling among the com- 
mittee, or, I imagine, in Maritime, to prohibit the Isbrandtsen Co. 
from placing themselves in a position where they can get construction 
subsidy funds. 

Mr. O’Connor. That is true. 

The Cuairman. So that this is the thing that has always interested 
me in this picture but, nevertheless, you have put your finger on it. 
As long as we sold them ships under the Ship Sales Act in just about 
a giveaway and nobody had ships but us, they all rode high, wide, and 
handsome, but, if you will remember, prior to that time, these same 
companies operated independently and got along well then and this 
dual rate system was going on. 

Mr. O'Connor. You say these companies ? 

The Cuatrman. Waterman and Isbrandtsen. Waterman was never 
a subsidized operator. 

Mr. O'Connor. Well, it was a conference member. 

The CuatrMan. He may have been a conference member but he was 
not subsidized and that was one thing that interested me in that case. 

Mr. O'Connor. There is a difference, of course, in being subsidized 
and being independent, not belonging to the conference. 

The CuarrmMan. You have convinced me that it is not the question 
that we have before us but it is the change in conditions that has 
brought about this complaint. I do not think this would have ever 
arisen had not the picture of world and international matters changed 
to the extent it has. 

Go ahead, Mr. Zelenko. 

Mr. O’Connor. I cannot say that because we have been complaining 
since 1948. 

The CuarrMan. I have respect for your views and I like to dis- 
cuss things with you. I have had this question in my mind for years 
and years and years and just what you have said this morning has 
given me more light than I had heretofore. 

Mr. Zelenko, go ahead. 

Mr. Zetenko. Mr. O’Connor, may I ask you, please, if possible if 
you could make your answers somewhat brief because I have several 
questions but I do not want to restrict your answers. 

Somewhere in your statement, you indicate that there was a cer- 
tain attorney in the Federal Maritime Board or Commission that had 
written a letter to somebody which you dug out of the National 
Archives in which he wrote to someone and said that this system 
was illegal, and thereupon, for some mysterious reason, he was fired. 
Subsequently in your testimony, you state 

Mr. O'Connor. May I interrupt you there? 

Mr. ZetenKo. I want to couple this up with something. 

You state that there were plenty of shippers who would testify 
but they would not do so because of fear of retaliation. You seem to 
indicate there that, according to you, from what I read in those 
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two instances, there is a conspiracy somewhere, either by coercion or 
force or some other reason. 

Do you have any evidence of any shipper that has not testified be- 
cause he has had fear of retaliation or that the reason why this lawyer 
was fired, as you intimate, from the Maritime Board was because he 
expressed an opinion th: at the dual rate system was illegal and the 
Board did not want him to say so? 

Mr. O’Connor. You have two entirely unrelated matters together 
in that statement of yours, if it is a question. I will take them one 
by one. 

As to your interpretation of my statement as to the opinion which 
the lawyer wrote and we dug out of the Archives, he was counsel for 
the Board and he advised the Board that the system was clearly illegal 
and especially under section 16 of the 1916 act. That is the section 
that prohibits discrimination among shippers. 

did not say he was fired, though. He was called on the coals 
and told to watch his step. The lawyer whom I said was fired was in 
another proceeding and was fired under circumstances which could 
be connected with his attack under the dual rate system. That was 
later in 1948, so that those two situations are distinguished by years. 

As to witnesses being intimidated, if that is the word, and I do not 
recall that I used the word—— 

Mr. ZeLENKO. You said that the shippers would not testify in fear 
of retaliation. Those are your words. 

Mr. O’Connor. Retaliation, surely. That is what the 1916 act was 
aimed at and section 14, subdivision (3), which was the most impor- 
tant part of the act throughout the litigation in the courts, was aimed 
against retaliation against shippers for patronizing an independent 
operator who was not a member of the conference. 

Now, shippers have testified, very few, in the many hearings which 
covered thousands of pages, nine proceedings, nine hearings before the 
Maritime Board, and they said that they signed the contract because 
they could not get carriage of their goods if they did not; and, in 
attempting to get witnesses to testify against the system, we found out, 
and Isbrandtsen found out themselves, that they did not want to get 
into any hassle with these conferences and the big shippers, some of 
them who have been before you in the hearings, have so indicated. 

They say: 


We belong to conferences all over the world. We would like t» patronize 
Isbrandtsen, sometimes we have— 


Firestone, Goodyear Tire, General Motors, Ford— 


but we belong to conferences all over the world and we are going to get in 
trouble if we do not follow the line. That is our policy. 

Mr. Zetenwxo. Mr. O’Connor, if I may interrupt you, my recollec- 
tion of the testimony given by many of the shippers has been that they 
are in favor of dual rates, I do not say all of them but most of them, 
because they say it gives them a certain stabilization. 

You come here and say that that is not so, that when they testified 
that way that that was not the fact. You say that their feeling really 
is that they are afraid of retaliation, but they have testified that they 
are in favor of it because of stabilization. 

Can you reconcile their testimony with what you say is the fact ¢ 
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Mr. O’Connor. Well, over the years stabilization has been mouthed 
so often that it is a meaningless word as used in this proceeding. 
Stabilization flows from a rate being maintained for a definite period 
of time so that the shipper can do forward business. Of course, there 
is a dispute among the economists and the people who understand 
‘atemaking that stabilization or maintaining a rate for a certain length 
of time may be just what you should not do, that you should have 
flexibility. 

Anyway, that is the uniform rate. 

These conferences are permitted to get together with immunity 
from the antitrust law and enter into a “rate-fixing agreement which 
fixes a uniform rate. 

All right. If that rate is carried on for a certain length of time, 
it gives what they say is stability so that they will know what the 
rate is going to be. 

The dual rate has nothing to do with stability. 

There is another clause used const: intly with “stability,” “assur- 
ance of service.” Well, the conferences getting together and enter- 
ing into their agr eement assures that they are going to go in business 
and give assurance of service so that, when shippers come here and 
say, “We are in favor of the sy stem,” they are talking about the 
conference system. They are not talking about this system of eco- 
nomic pressure where they have to sign an exclusive patronage con- 
tract, a tying arrangement which has ‘been denounced forever in this 
country, and which was specifically outlawed in the Clayton Antitrust 
Act. 

Mr. ZetenKo. Now, Mr. O’Connor, to go on to another subject 
taking some of your testimony, and, of course, you base your com- 
plaint chiefly on the ground that the dual rate system is unfair com- 
petition, I would like to explore this question of unfair competition. 

You make a statement here that your company has from time to 
time gone into trading. That is, you have bought certain merchan- 
dise. You have shipped it. You have admitted that Isbrandtsen 
from time to time has been in the rubber business, in the jute busi- 
ness, and other businesses, and you then shipped the merchandise 
on your own vessels. Now, in a way, is that not unfair to shipping 
companies which are not traders? That is, they have to maintain 
a certain rate for their shipping services whereas Isbrandtsen, deal- 
ing in the merchandise, can get its profit from the merchandise itself 
and not necessarily from its shipping costs. Would you not say that 
in a way that is unfair to the companies that are me rely in shipping 
and use the dual rate system and the conference system and other 
devices in order to keep in business? Could you say that they could 
compete fairly with your company which, in many instances, owns 
the goods and the shipping is merely incidental to the profit on the 
goods ? 

Mr. O’Connor. Well, I do not think that you can spell out unfair 
competition in that. Many companies are in trades by themselves 
and there is no prohibition fund: amentally about them going into 
that business subject to subsidized companies getting the permission 
of the Maritime Board. States Marine has done it. Grace Line has 
done it, and so forth. Isbrandtsen knows what it costs to bring a 
ton of sugar from the Philippines to the North Atlantic and, when 
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they are in the sugar business—and you could take rubber also, : 
you want to—their American-fi: ag ships cost the same to operate a 

the United States Lines or the American President Lines or any big 
subsidized companies. They pay the same wages for the union crews 
and everything else, so that they have to figure that they are expend- 
ing in the transport: ition of those goods the same amount as any of 
those other companies which do not choose to go into that business. 

Mr. ZetenKo. That is just for the transportation, but you people 

can undersell them and transport cheaper in this way. You may 
pay the same wages. You may have the same costs as far as trans- 
portation is concerned, but you can then decide to carry for less money 
than a conference operator or a dual rate operator because you can 
make up your profit or your loss in the sale of the goods themselves 
and you do not depend, in an instance like that, on “merely carrying 
for your sustenance, is that not right ? 

Mr. O’Connor. I do not follow the example you give. I do not see 
how Isbrandtsen is competing with or underselling another carrier 
which does not carry the same goods. 

Mr. ZELENKO. Suppose we had a competing carrier to Isbrandtsen 
and they submitted a certain price for the carriage of sugar. You 
own the sugar. You would not give them the carriage, would you? 
You would carry it yourself. 

Mr. O’Connor. Well, we already do, so that that would not enter 
into it. 

Mr. ZetenKo. I withdraw my question. Let me give this example. 

Somebody wants to ship sugar. They submit a price and you 
submit the same price. You then become a partner of the person 
who is the owner of the sugar and wishes to ship it. You have en- 

gaged in those practices because you have testified to that. You 
become a partner with this other party. Therefore, he deals with 
you and you ship it cheaper but you get your profit as a partner in 
the ownership of the sugar. Would you not think that is an unfair 
practice? That is a practice which your company has engaged in. 

Mr. O’Connor. I would not say that we ship it cheaper. We have 
no partnership arrangement. 

This merchandising business which Isbrandtsen does worldwide, 
and other companies have, is a tradition of the shipping business 
from the Girards of Philadelphia down. They were more merchants 
than they were carriers. We do not have any business relationship 
necessarily. If we buy sugar in the Philippines or rubber in Malaya 
and want to transport it to this country, we do not have any partner- 
ship with those sellers. We buy it and pay for it and bring it here 
and it costs as much to bring it here as it does the other lines who 
do not buy it but brine it here for purchasers in the United States. 

Mr. ZetenKo. That is my point. You buy the property and elim- 
inate the other company from competing with you in the carriage. 

Mr. O’Connor. That is not so, in my opinion. 

Mr. Zetenxo. You state this somewhere in your testimony, and I 
do not have the printed record. You say that another thing to con- 
sider through these deliberations is that ratemaking is a science and 
you make no pretenses about your acquaintance with it and cannot 
understand, for the life of you, how the conferences arrive at rates. 
Now, nevertheless, there has been evidence before this committee that, 
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regardless of how scientific a method of arriving at rates is in the 
conference es, your company nevertheless, whatever the conference sys- 
tem has been, has given rates 10 percent less than the conference 
rate. 

Now, if they have an unscientific way or a conspiratorial method 
of arriving at rates which you express a dislike for and a disgust for, 
how do you people arrive scientifically at a rate by merely “making 
you rate 10 percent less than the rate for which you expressed dis. 
gust? How do you people arrive at that? 

Mr. O’Connor. Before we arrive at any 10 percent—which, inci- 
dentally, is not flat because we often charge more and we often charge 
the same rate and we often charge much less than 10 percent—we 
figure out what we can carry the goods for. I have examined prob- 
ably a dozen conference chairmen to find out how they arrived at 
rates and the Board and the courts have been unable to find any actual 
scientific approach. Now, I say ratemaking is an exact science and 
economists have testified so. There are only two elements of rate- 
making : cost—what it costs the carrier to carry it—and value. That 
means what it is worth to the shipper to have its goods carried. 
That is sometimes referred to as “all the traffic will bear,” which in 
itself is not a derogatory term. Every other consider ation that enters 
into them, and there are 20 or more, enter into those items, cost and 
value—— 

Mr. ZeLenKo. May I interrupt for one moment ? 

The CuarrmMan. Just as soon as he finishes his statement. 

Mr. O’Connor (continuing). Are confined within those two basic 
elements of cost and value and they are traditional through every 
ratemaking in this country or in the world. 

Now, the value of the goods is a very important element to be taken 
into account and that is within the basic element of value. You cannot 
pay $20 a ton to transport $10 fertilizer that you sell for $10. These 
conference people have testified invariably when I said, “Have you 
taken the value of the goods into account in fixing the rate?” and they 
have said, “No, we do not.” 

There are other elements they do not take into consideration. They 
sit down and fix what they figure they want to get to carry those 
goods. Isbrandtsen takes a paper and figures out every computation 
as to what they will charge as a rate and the Maritime Board has 
found repeatedly that Isbrandtsen’s rates were all compensatory and, 
if they were compensatory at 10 percent less than the conference rates, 
then the conference rates were exorbitant. 

Mr. Zetenko. I have no further questions, Mr. Chairman. 

The CrarrmMan. Let me interrupt the hearings to present to the 
committee and those present at this hearing an outstanding American 
and a distinguished soldier, 2a Member-elect from the new State of 
Hawaii, Daniel K. Inouye. 

Will you come up, sir? 

We express to you the appreciation of this committee for your visit 
this morning. We appreciate very much your calling upon us. Maybe 
it might be your lot to be assigned to us. If it so happens, we will 
welcome you. 

Mr. INovye (Daniel K. Inouye, Representative-elect from the State 
of Hawaii). I will be very happy to be of service to you. 
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The CHatrmMan. We will be happy to have you on the committee. 

Congratulations. 

Mr. ZetenKko. Mr. Chairman, I have just one more question. 

The CrarrMan. Yes. 

Mr. ZetenKxo. Mr. O’Connor, is it your opinion that American-flag 
vessels without conference and without dual rates can meet the com- 
petition of foreign-flag vessels for the same trade in a free uncon- 
ferenced, un-dual-rated market? That is, with every shipper inde- 
pendent, is it your opinion that the American merchant ship can 
compete successfully with the foreign ship? 

Mr. O’Connor. Yes, I have always felt that way and I think I am 
proud enough of my country to believe that, if we are interested in 
promoting the American merchant marine and having American ships 
sail, we are not going to let any foreign ships or any foreign conference 
or cartel make it impossible for American ships to sail the seas and use 
our ports. Asa matter of fact, we have a provision in the 1916 statute, 
section 14(a), which provides that we can throw the foreign ships out 
of our ports any time they do oe damaging in a particular 
respect: to American operation. I do not think our ‘country should 
confess that futility. You know, I have never subscribed to this 
brushoff you have heard for years, “W e cannot do anything about 
foreign rates. Retaliation. Retaliation. 

What kind of a country is this that is so fearful of retaliation? 
The Clayton Antitrust Act says every act that is performed in for- 
elgn commerce is equally prohibited as in domestic commerce, all these 
arrangements, all these restraints of trade, and there have been a 
number of cases which have been prosecuted, like the United Fruct 
vase, for acts done in foreign commerce on the oceans that were detri- 
mental to the people of the United States, the same sort of acts that 
were violative of our laws in the United States. So that, it is a 
buildup by the constant repetition of a situation with an attempt to 
make it a truism that we are helpless, we cannot do anything about it. 

As I say, I have more respect for my country than to think they 
could stand on this shore and let these foreign lines, foreign confer- 
ences, mulct our exporters, importers, and consumers. 

In the Alexander committee hearings from 1912 to 1916 the situa- 
tion then was where the foreign lines and foreign conferences, so- 

called, ruled everything. There were practically no American oper a- 
en on the seas, only about two in the Atlantic and one in the Pacific, 
so that the problem was as to how we, our Congress, could protect the 
American shipper, the importer and exporter, from being muleted 
by these foreign combines and it was determined that probably the 
best. way to do that, by necessity, was to get some control over these 
foreign operators. 

Let them join conferences. Let them fix a uniform rate but no rebates, with 
equal rates to everybody, 
it was said— 
and we will have then some control over them. By necessity let them go ahead 
and form a conference under control of the Maritime Board. 

I have always felt that, since we have developed some sort of a 
merchant marine, 600 vessels, that if that situation arose today there 
would be very serious question as to whether we would permit these 
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combinations to get together and do anything that might have an 
effect upon the few American ships that are being operated Congress, 
in effect, has said to the Maritime Board for years— 

You permit these conferences to get together to eliminate competition among 
themselves. 

As the courts have now said, they cannot eliminate competition outside, but 
here you, the Maritime Board, are permitting them to do something which is 
contrary to every declaration of policy in your act, the 1916 act, the 1920 act, 
and the 1936 act. You are permitting them to interfere with the American 
merchant marine operation. When these conferences say, “Shipper, if you 
patronize any operator who is not a member of this conference such and such 
happens,’ why do you, Maritime Board, not say, “That does not apply to an 
American operator.” 

There has never been a complete answer to that. Why should our 
Government and our agency, mandated to build up the American 
merchant marine, permit foreign operators to do anything that would 
prevent the American merchant marine and just lie back and say, 
“We are helpless. What can you do?” 

Mr. Garmatrz (presiding). Mr. Downing. 

Mr. Downtna. I have just one or two questions, Mr. Chairman. 

Mr. O’Connor, in looking through your testimony, I find that you 
said that Isbrandtsen had furnished a list of some 40 or 50 witnesses 
who were opposed to the dual rate system and conference system. As 
you know, we have heard the testimony of well over 100 witnesses 
during the course of these heari ings, and I have not heard these 40 or 
50 witnesses that you speak of. Are there any other witnesses that 
you know that we should hear before we close these hearings? 

Mr. O’Connor. No, not at the moment, Mr. Downing. 

Let me say this as to witnesses. Over the years the conferences 
have taken the position, they have harped, “The witnesses love this 
system.” Of course, we took the position that whether the witnesses 
love it or not is immaterial, if it is illegal and if they all hated it by 
the same token, and we have never been able to get many witnesses. 
We have got some witnesses to get to hearings and testify. 

Mr. Downrnc. Pardon me. Do you mean shippers? 

Mr. O’Connor. I mean shipper witnesses. We have gotten some 
witnesses to come and testify. But in your hearings you have only 
heard the big witnesses who could afford the time, the effort, and had 
interest enough to come here. Of course, many of them have depre- 
cated many, many features of the dual rate system but the ordinary 
little shipper will not go to the trouble and expense or take the chance 
of retaliation. 

One of the biggest witnesses the conferences ever had was a head 
of an importing concern in New York, the biggest one. He was 
a Mr. Rosenthal. He is now dead. He taught shipping at Columbia. 
He wrote a book about it. He testified that he was a contract signer 
for his big concern in many companies. 

I said to him, “Now, if you went down to the dock as a contract 
signer and there is just room on the ship for 100 tons of cargo and you 
had a hundred tons and a fellow who had not signed the contract 
went down there and had a hundred tons, whose cargo would the ship 
take?” He said, “Of course, they would take mine.” 

I said, “Of course, the fellow that does not sign up takes the chance 
of his cargo not being taken.” And w itnesses have said that. 
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You see, this shipping game is not a game of tiddlywinks and it is 
not conducted with powder puffs. It is “fund: amentally a tough game 
and I think the staff of your committee knows that small witnesses 
who might be interested would fear retaliation. You cannot hurt big 
fellows because they call the turn. The small witness might be visited 
by conference people in small places who say, “You might want space 
some day.” I cannot produce the people that that is said to, but I 
think your own staff can tell you that they were disappointed in 
smaller witnesses coming here to testify. 

I think you, Mr. Downing, had some interesting talks with shippers 
in the Hampton Roads area. 

The Alexander committee found that shippers feared to testify so 
they sent out a secret questionnaire. The Royal Commission in Eng- 
land, which was investigating these conferences or shipping rings, as 
they called them, at the : same time also found that shippers fe: red to 
testify on account of retaliation and it was deliberately written into 
the 1916 act that there be no retaliation against shippers. 

Mr. Downtna. Can you give me any specific example of where a 
shipper failed to testify because of retaliation? I would like to 
know, if it would not embarrass you. 

Mr. O’Connor. I could not name one. Isbrandtsen, Mr. Crinkley, 
is in touch with them all the time in New York and, of course, 
has been horribly disappointed that they backed out of testifying. 

When I was in the hearings in New York, Isbrandtsen said, “These 
people will be here and testify against the dual rate system.” W ell, 
they did not show up. 

One fellow did show up and I do not think he will ever testify 
again after the going-over he got. I think you remember the fellow. 
I did not produce him. Isbrandtsen produced him. 

You know, there are so many things you know and you cannot 
approve. 

Mr. ZeLteNKO. Will the gentleman yield? 

What do you mean, sir, “by “the going-over he got”? Do you mean 
that this committee did not deal fairly with him? Is that the mean- 
ing of what you say when you say “the going-over,” or do you say 
that he got a going-over by somebody in the industry ? 

Mr. O’Connor. No, on his appearance in the hearing. 

Mr. ZerenKo. You mean the committee gave him a going-over? 

Mr. O’Connor. When you speak about the committee, you talk in 
the aggregate. I say he got a little the worst of the treatment be- 

cause maybe he fumbled, and so forth. Maybe he did not make 
himself clear but I am sure he felt very badly about it. 

The CuarrmMan. Let me interrupt you. Mr. O’Connor, I am sorry 
you said what you have. As chairman of the commitee, I have en- 
deavored at all times to protect witnesses to see that they got their 
due accord and respect to which they were entitled. Are you talking 
about the witness that had these motheaten fox furs that he was 
trying to get over tosome country? 

Mr. O’Connor. I do not recall the particular witness. You were 
not there, Mr. Chairman, at that particular time. 

Mr. ZrtenKo. This is a witness who imports cheap machines or 
nuts and bolts from Japan. 
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The CuatrMan. There was one witness that came before the com- 
mittee that had some furs that were not worth the freight and they 
wanted to ship them to somewhere to get the few bristles out of the 
back. 

Honestly, my good friend, I thought he was one of the poorest 
witnesses | ever heard in this whole matter. 

Mr. O’Connor. He is not the one I have in mind. 

Mr. ZeLenxko. It is the nuts and bolts man. 

Mr. Downrne. As I recall, Mr. Chairman, it was a man that im- 
ported nuts and bolts from Japan, which did not make us feel too 
happy, either. 

The CuatrMan. I am sorry to hear that witness say that. I have 
given you more time and I have tried to give you all the courtesy and 
respect that I would give anybody. 

Mr. O’Connor. I appreciate that. Ido not say it in any derogatory 
sense. I say that, like in any court as every lawyer knows, w itnesses 
fear to take the witness stand and subject themselves to a cross exami- 
nation, and so forth, of every word they utter and an examination of 
their motives and so forth. Of course, in these informal hearings, it 
is more liberal than that. 

The Cuarrman. I imagine you give a lot of witnesses a bad time 
yourself. 

Mr. Down1rne. I have no further questions. Thank you. 

Mr. Garmatz. Mr. Chairman, he said you were not acting as chair- 
man that day and I was acting as chairman when you left. I remem- 
ber the witness very well. I think he wasa man of foreign extraction. 
I will show you he was treated as courteously as any witness in New 
York, New Orleans, or anyw here else. 

When you said, “going over,” I was sure you meant by some ship- 
ping people. I am sure he did not get a going over by the chairman, 
acting chairman, or any member of the committee, as I remember. 

Mr. O’Connor. When it is put down in writing, of course, it does not 
sound like the oral proceeding. 

Mr. Garmatz. That is the only way the reporter can take it is the 
way you express it. She surely cannot take an expression on the 
machine she has there. 

Mr. O’Connor. Some day you will have an exact recording of what 
was said, as I have advocated in the courts, and the intonations con- 
veyed. 

Mr. ZetenKo. Do you maintain that there has not been an exact 
recording of what was testified in New York? 

Mr. O’Connor. No, indeed. 

Mr. Zetenxo. Do you want to withdraw the statement that you 

made, sir; that the witness got a going over before this committee, or 
I would ask the chairman to bring the witness down and find out 
whether he was treated fairly. 

Mr. O’Connor. I was expressing how he felt when he got through. 
Probably he was supersensitive and probably I agreed with him. 
If it is such an affront to you, you can just forget I said it, but I cannot 
help expressing to you how I feel about it. That is all. 

Mr. ZeLenxo. That may be your feeling, sir, but that is not the 
feeling of the committee. I attended also ‘and, under the chairman- 
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ship of Mr. Garmatz, I think that this witness was treated very fairly. 
That may be, of course, an opinion not based on fact. Unless you 
withdraw that, sir, I shall ask that the witness be brought before the 
committee to find out whether or not he -was mistreated and in what 
respect. 

Mr. O’Connor. Well, life is too short to go into the detail. 

Mr. ZeLENKO. Is it too short for you to withdraw that remark, sir? 

Mr. — If you prefer it. I suggest you read it. 

Mr. ZeLenKo. I am not going to browbeat you into doing it because 
you will accuse me of mistre: iting you. 

Do you wish to voluntarily w ithdraw the remark that the commit- 
tee give the witness a going over ? 

Mr. O'Connor. You are not going to browbeat me. 

Mr. ZeLENKO. Do you wish, or your own accord, to withdraw that 
remark and expunge it from the record that the witness got a going 
over ? 

I ask you, sir, are you willing to do that? 

Mr. O’Connor. I do not think you are entitled to speak for the whole 
committee. If the committee entertains that feeling 

Mr. ZeLENKO. I am speaking for myself as one present. I am part 
of the committee and I will not stand for anybody getting a going 
over, because I do not think it is American. If you feel that we acted 
in an ungentlemanly way so that this witness got a going over and 
you persist in standing on that, I shall ask the chairman to produce 
the witness, but if you want to voluntarily expunge that remark from 
the record I will let the matter drop. 

Mr. O’Connor. You are exaggerating a common phrase that is used 
in places like where you come from. 

Mr. ZeLENKO. May I say, sir, that I think you use language loosely 
then. That is what you are trying to tell us. 

The CHarrMan. Let us go along here. 

Mr. Witness, let me read something that this witness said in the 
hearing in New York. Hisname was Mr. Cohn: 

I may be able to explain it by saying that I am not a shipper, that I am the 
importer and that the shipper is the person we buy the goods from. Without 
this explanation there is none. 

I say that we have never been asked to sign in a conference. We have no 
rate system nor were we furnished with published rates governing our com- 
modities. 





Here is the sentence 


The only way I have ever gotten a rate was by taking it away from some- 
body in Japan. 

It seems that he gets his rates out of Japan so that he is not com- 
plaining about any of our doings over here. 

There are no published rates available to the importers here that handle this 
merchandise, and I have not been approached about the conference, either. I 
am probably a party to the conference by their saying so. 

I do not know what this gentleman means by this but he could have 
obtained rates if he had wanted to get rates. 

Mr. O’Connor. I am not talking about that. 

The CuarrMan. Let us let this go. 

Mr. Garmatz ? 
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Mr. Garmatz. I have no questions. 

The Cuarrman. Mr. Tollefson / 

Mr. Totuerson. I have just a couple of questions. 

As I understand it, Isbrandtsen has an application for subsidy ? 

Mr. O’Connor. And the Board has found that they are entitled to 
a subsidy in three instances. 

Mr. Totuerson. Is this a construction subsidy, or operating 
subsidy ? 

Mr. O’Connor. No, these are operating subsidies. 

Mr. Touuerson. All operating subsidies. If the dual-rate system 
were done away with would Isbrandtsen withdraw its application for 
subsidy ? 

Mr. O’Connor. I do not think that has even been considered and I do 
not think it ties in well enough for anybody to pose the situation. 

Mr. Totterson. I am just asking a question. 

Mr. O’Connor. I know but I do not think you can pose that side 
of the question. It takes too many “ifs” into consideration. 

Mr. Totterson. It would seem to me that it would be a simple ques- 
tion to answer “Yes” or “No.” 

Mr. O'Connor. Withdrawing its operation subsidy, of course, would 
not probably meet all the difficulties it experiences in trading around 
the world because the foreigner operates his ship at just about one- 
half, an average of one-h: lf of what it costs the Amerie: an, and Is- 
brandtsen desires to operate American-flag ships around the world. 

Mr. Totterson. And I applaud Isbrandtsen for wanting to operate 
under American flag. I just posed a simple question to you. 

Now, in your previous testimony, you testified as follows, on page 
580, and said: 

Witnesses have testified as to why you sign a contract. They said, “If I do 
not sign a contract these conference lines won’t take my goods,” and one of the 
biggest importers in the country so testified. 

I have not attended all the hearings all the time. I am just wonder- 
ing who that importer was? 

Mr. O’Connor. Those were hearings before the Federal Maritime 
Board, of course, that I am talking about. 

Mr. Totterson. Who was this importer ? 

Mr. O'Connor. That was a Mr. Rosenthal. What was the name 
of that company ? 

Mr. Totterson. A Mr. Rosenthal, at hearings where? 

Mr. O'Connor. In New York, in 1952, it is an important company 
in New York. I can get it for you. 

The CuHamman. What does he import ? 

Mr. O'Connor. Practically everything, as I recall it. 

Mr. Tottrrson. I would like, Mr. Chairman, a copy of that testi- 
money if it is available. I would like to know what he did say. 

Mr. O’Connor. The testimony he gave was along the line I said. 
He testified that, if he had a signed contract, that he had preference 
in the carriage of his goods over a shipper who did not sign a contract. 

Mr. Touirrson. W ould you supply a copy of that testimony or find 
out exactly where it is so that we can get it from the Maritime Board ? 
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(The information is as follows :) 
WASHINGTON, D.C., August 19, 1959. 
Re hearings before the Special Subcommittee on Steamship Conferences of the 
Committee on Merchant Marine and Fisheries. 
Hon, THor C. TOLLEFSON, 
House of Representatives, 
Congress of the United States, 
Washington, D.C. 

Dear Mr. TOLLEFSON: With reference to your requests at the hearings of Au- 
gust 12, 1959 (typewritten transcript, pp. 3892-3941), for further information 
concerning some of my statements, I advise you that the testimony I referred to, 
indicating the contract signers considered that they had a preference over non- 
signers in getting their cargo transported on the common carrier conference 
vessels, appears in the testimony of Morris 8. Rosenthal, president of Stein, 
Hall & Co., large New York importers, on November 12, 1952, in a proceeding 
before the Federal Maritime Board entitled “Docket No. 724, Contract Rates- 
North Atlantic Continental Freight Conference, et al.,” his testimony appearing 
at pages 829 through 940 of the transcript. The pertinent portion of his testi- 
mony appears at pages 907 through 914 in that Federal Maritime Board pro- 
ceeding. 

Mr. Rosenthal, now deceased, also lectured in Transportation at Columbia 
University, and he was a witness for steamship conferences, on more than one 
occasion, in support of the dual-rate system. Since he was presumably more 
familiar with legal matters than the normal shipper witness, his expression that 
a contract shipper could have a preference as to space was significant, Other 
shippers have the same mistaken idea. 

It is especially important that Mr. Rosenthal, an expert on foreign purchases 
and sales, was also firm in his contentions that in f.o.b. and f.a.s. sales the signa- 
tory consignor—the seller—has no control over arranging for transportation; 
that when the goods are put on board the vessel (under an f.o.b. sale) or along 
side the ship (under an f.a.s. sale), title is vested in the consignee buyer. The 
consignee then becomes in reality, the shipper, and assumes full control over 
the means and method of transportation. In that event, there would be no com- 
plaint against the signatory-consignor if the goods should be shipped on a non- 
conference vessel—at the demand of the consignee. 

The fundamental error in the f.o.b. or f.a.s. sale situation is to continue to 
call the seller-consignor, ‘the shipper” (who ships the goods under his shipper’s 
contract) after the consignee has exercised his control to designate the carrier. 
From time immemorial, it has been recognized and accepted that the seller 
Steps entirely out of the picture when the goods are placed on or alongside the 
ship, and that he ceases to be the ‘“‘shipper.” 

Even Chairman Morse’s statement yesterday, in which he proposed a compli- 
eated method of dealing with f.o.b. shipments—which statement is somewhat in- 
comprehensible to me—failed to take into consideration this age-old custom 
and traditional understanding of the trade. For example, Chairman Morse 
proposed that “if the shipper has had control of the ocean routings to a partic- 
ular consignee, he perhaps should be required to continue to follow the same 
practice in all subsequent sales to that consignee. The shipper may alter this 
practice once without liability, but having changed once, he may not change 
back again. 

This reminds me of that old English rule of law (the basis for which has been 
long obscured) that, “every dog is entitled to one bite.” 

Sincerely yours, 





JOHN J. O'CONNOR 

Mr. O’Connor. It goes back to 1952 in Docket 724. 

The witness who said that he signed the contract to make sure 
his goods were taken was some witness which the conference called 
in Docket 726 and so forth. He was some exporter from New York. 
That was his answer. 
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I said, “Why really do you sign contracts?” 

He said: “So I get my goods carried.” 

I said, “Do you understand that if you did not sign you would not 
get your goods carried ¢” 

He answered, “yes.” 

I am not trying to quote exactly. 

Mr. Touierson. On page 589 of that previous testimony of yours, 
you say: 

* * * this Lord Leathers wrote to Isbrandtsen and said, “You have no right 
to go to that trade. We have served that Indian trade for countless years. 
You have no right to go in that trade. 

Would a copy of that letter be available ? 

Mr. O’Connor. Well, I do not know. I have never seen the letter, 
exactly. Mr. Hans Isbrandtsen told me but it goes back so far that 
I doubt that we could find it because just yesterday I was advised 
that in looking at the warehouse they could not find documents and 
papers that were over 10 years old because they had a policy of destroy- 
ing everything after 10 years. Whether that could be found, I think 
it Is generally known throughout the shipping world that this Penin- 
sular & Orient, which is the biggest thing in existence, takes an atti- 
tude that they ‘have rights on the oceans that other companies, new- 
comers, may not have. That is the same Lord Leathers who said 
that “even if you wipe out the dual rate system that is not going to 
do any harm. We will proceed as usual. That does not affect the 
situation.” I quote him on that in my previous statement. 

He made that statement the day the Decision came down from the 
Supreme Court on May 19, 1958. 

I do not think, Mr. Tollefson, I could get a copy of that letter. As 
I say, in over 10 years concentr ation on this I have stored up a lot of 
instances and so forth. 

Mr. Torxerson. I appreciate that, Mr. O’Connor. I just thought 
that, if it was readily available, I would like to see it. 

Mr. O'Connor. I will inquire. 

(The information is as follows:) 

AvuGustT 26, 1959. 
Re House Committee on Merchant Mavine and Fisheries investigation of the 
conference contract dual-rate system. 
Hon. Joun J. O'CONNOR, 
Washington, D.C. 

Dear Simm: This is to acknowledge receipt of your letter dated August 13 in 
which you requested for transmittal to the House Committee on Merchant Ma- 
rine and Fisheries copy of correspondence between Mr. Hans Isbrandtsen and 
the Peninsula & Orient Steamship Co., which took place at the time Isbrandtsen 
service was established from the U.S. North Atlantic to the Orient via Suez 
Canal, India, etc. 

I have to advise the correspondence was not carried on by Mr. Hans Isbrandt- 
sen but by me. I am reasonably certain the correspondence took place in 1947, 
possibly early 1948, which is 11 or 12 years ago. I have had a thorough search 
made of our files and the only reference I can find to this particular material 
Was a notation made by my secretary that the correspondence had been taken 
out of the file for reference on October 6, 1952, and the material was not re- 
placed in the folder from which it was taken. 

We have looked in files for later years, but so far have not been able to locate 
this correspondence which comprised two letters written by each party. We 


are continuing our search, but I fear we will not be able to locate it because of 
the timelag. 
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Meanwhile, the matter concerned was a letter which was initially addressed 
to us by Peninsula & Orient Steamship Co. saying, in effect, that as to cargo 
moving from Karachi and Bombay to the Orient, since they and associates have 
served that berth for a considerable length of time with satisfaction to the 
trade, it was assumed if we knew that we would not intrude or seek to partici- 
pate. Our reply was to the effect that we did not know they were objecting to us, 
an American carrier on a new trade route, but if that was the case it was incon- 
sistent with the freedom allowed British ships to come and go on American trade 
routes in many directions. We received a letter in reply which clarified their 
position and we acknowledged it. 

As mentioned, we are continuing our search for the correspondence and hope 
we can locate it and forward it to you. 

Yours very truly, 
ISBRANDTSEN Co., INC., 
M. 8. CrINKLEY, Executive Vice President. 

Mr. Tot.eFson. I have just one other question. I have attended 
most of the hearings. I think I missed the one up in New York 
and that is about all. In the times that I have attended the hearings, 
the vast majority of shippers or shipper representatives who testified 
have favored the dual rate system. There have been some that have 
not. 

I would not try to estimate the percentage but I would assume that, 
no matter what the system was, whether it was dual rate or anything 
else, there would be bound to be a certain percentage of shippers 
who would complain about services or practices. I would assume that 
to be true with the way that Isbrandtsen operates. 

Would you say that at no time have any shippers complained about 
Isbrandtsen’s services or his practices? 

Mr. O’Connor. I do not know about them complaining about his 
practices. Of course, they may have complained about the services. 
Isbrandtsen has always been recognized by everybody in the trade and 
by the Federal Maritime Board as an extraordinary operator giving 
good service, fine ships, that he has kept all his agreements and so 
forth; but I am not talking about complaining about service and, 
when you are talking about the attitude of shippers, whether there 
are a few or dozen or 75, a figure I heard yesterday I think, that does 
not go to the basic question. “You have millions of consumers and you 
have hundreds of thousands of shippers or exporters and importers 
and so forth. What happens to this handful of steamship operators 
is unimportant as compared with the whole economic effect of any- 
thing like the economic pressure of a dual rate system. 

Mr. Totierson. There are a number of factors in a problem of this 
sort. I, of course, could not agree with you that what happens to 
operators is not important. In the few years that I have been a 
member of this committee I have come to believe that the American 
merchant marine is a very important item, but this committee is going 
to and has listened to a variety of people with divergent views and in 
the final analysis the committee is going to have to reach the decision. 

You would not, for instance, want this committee to reach a decision 
on this question simply on the basis, for instance, of what one man, 
Mr. Morse, said? You have in several instances mentioned Mr 
Morse’s statement to the effect that the object of the dual rate system 
or the conferences was to drive the independents out of business. 
That is only one man’s statement. 

You would not want our committee to base its decision purely on his 
statement, would you? 
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Mr. O’Connor. Well, in the whole situation you have to gather 
what the result has been or would be of the dual rate system, and way 
beyond that you have to go back to the fundamentals that in our coun- 


try of open competition, ‘free enterprise. Invariably in every kind of 


‘ansportation we have, you have had equal rates for identical trans- 
poh ition for the same incidence of carriage. You have had equal 
rates and that has never been varied and that is what the Alexander 
committee said should continue. Mind you, the dual rate system is 
something that grew up 6 or 7 years after the Alexander committee 
set up a uniform ratem: aking system by conferences, and the dual rate 
system has been condemned because there was no authority for its 
existence. 

Now you are asked to legalize the dual rate system which upsets all 
the fundamental traditions of our country of equal rates for equal 
transportation, which would permit a tying arrangement which never 
has been permitted, which forces a person to give exclusive patronage 
under the penalty of extreme fines and paying higher rates, muc ch 
worse than the outlawed deferred rebate system which, 43 years ago, 
our Congress said was a crime. So that it is a real fundament: il 
question. You cannot say what is the effect or what is for the best 
interests of 40 American operators which belong to these conferences 
and only 24 of them belong to conferences which use the dual rate 
system. Rather what is the effect on the 340-some foreign lines in 
the conferences and they outnumber the American lines 9 to 1 and 
they are going to be the beneficiaries principally of anything you do. 

Your solution, I believe, the one you should seek, would be how 
to preserve the American merchant marine and permit our 75 opera- 
tors to operate against this Old World competition without tearing 
down these American fundamentals of open competition, equal rates, 
that have been built up over all the years and which have never been 
broken down before. 

Mr. Totterson. I cannot speak for the committee. I am only one 
member but if I know the committee, the committee is not going to 
want to do anything to destroy our American merchant marine. I 
think I can assure you of that. 

We are very much interested in preserving the American merchant 
marine and we do not want to do anything to hurt it. 

Let me ask you just one more question and then I will be through. 
It isnot acatch question. Iam just curious. 

Has Isbrandtsen ever had a contractual arrangement with any ship- 
per for his cargo over any period of time? 

Mr. O’Connor. Oh, yes. Throughout the years the conferences 
have said— 

Well, Isbrandsten should not be complaining against the dual rate system 
because they use the dual rate system themselves. 

Of course, I have always said if they did, that amounts to nothing, 
because I never defended a criminal in court who did not say— 

Why are they prosecuting me and those other guys they did not do anything 
to? 

Excuse me a minute, please. 

I came prepared for that question because it has been kicked around 
for years. 
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Yes, for a few years, probably from 1937 to 1940, Isbrandtsen on 
a few occasions, I do not think many, had contracts with certain spe- 
cific shipers that they would carry their specific goods stated in the 
contract and usually for a specific period of time at specific rates and, 
if Isbrandtsen could not take care of these shippers’ needs, they could 
patronize somebody else. We have always maintained that was a con- 
tract of carriage, many of which were analyzed by the Alexander com- 
mittee which said the only systems, only forms of contract before it 
outside the deferred rebate contracts were these contracts of carriage. 
These contracts have sometimes been called requirements contracts. 
They were discussed by Judge Washington when the Ibrandtsen case 
was before the court of appeals and were discussed by Mr. Justice 
Brennan of the Supreme Court and they were called requirements 
contracts and you remember Mr. Bicks, of the Department of Justice, 
recommending that that might be possible. 

Now, the staff has obtained from the Maritime Board a form of this 
contract which Isbrandtsen apparently was using in 1940. 

Incidentally, all this is before my time, and I have no intimate 
knowledge of the use of the contract because I only became active in 
the dual rate matter about 1945. 

If you will look at that contract, you will see it is entirely different 
from the so-called dual rate contract. It does not tie the shipper 
as the dual rate contract does. 

Now, I was given a copy by the staff yesterday of that contract which 
is being given to you now. It was the first time that I had seen that 
particular form. I have always assumed that the formal contract 
that the conferences were talking about was the one that was intro- 
duced in docket 726 before the Maritime Board, a copy of which 
Ihave. There is not much difference between the two. 

In addition to the copy from the Marine Board going into the ree- 
ord, I would like to have this other form which we have always under- 
stood, which even Mr. Crinkley has understood was the form of con- 
tract they were talking about, go in the record, too. 

Mr. Totierson. Mr. O’Conner, I had never heard that there was 
any such contract. The first I knew of it was when the counsel now 
handed it to me. 

I just asked the question because it came to mind as you were 
testifying. 

Mr. Chairman, I would like to have these copies of contracts that 
counsel produced made a part of the record and also Mr. O’Connor’s 
copy. 

The CHatrman. How many different contracts did they have? 

Mr. O’Connor. There were only two, as far as I know. They were 
substantially the same. 

The Cuarrman. They would make one contract with one shipper 
and another form of contract with another shipper? 

Mr. O’Connor. They were contracts of carriage. There was not 
much difference. 

Mr. Crinkley has prepared an analysis of that contract which Is- 
brandtsen had used in some comparatively few instances. 

The Crarrman. Could anybody get this contract that we have 
under question now ? 

Mr. O’Connor. Yes, sure. 
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The CHamman. It was available just like the dual rate contract 
is available? 

Mr. O'Connor. Yes, anybody that came along and wanted to enter 
into a contract and have a fixed rate. 

The CuarrmMan. This is what is called an independent dual rate 
system ? 
" Mr. O'Connor. No, it has never been called a dual rate contract. 

The Cuarman. What is it? 

Mr. O’Connor. It isa contract of carriage. 

The Cratrman. I understand, but the other is a contract of car- 
riages, too, is it not? 

Mr. O’Connor. No. Under the dual rate system 

The Cuatrman, I understand the dual rate system. 

Mr. O’Connor. The shipper signs up with the conference in the 
dark. 

The Cuatrman. And ships with anybody. 

In this contract, he could not ship with anybody. He specifically 
shipped with Isbrandtsen ? 

Mr. O’Connor. No. 

May I proceed for a moment, Mr. Chairman ? 

The Cuatrman. Well, he is through with it. 

Put the documents in the record. 

(The documents referred to follow :) 





COMPARISON BETWEEN SHIPPER CONTRACT ForMs USED BY ISRBRANDTSEN-MOLLER 
IN 1988-41 AND THE EXCLUSIVE PATRONAGE CONFERENCE DUAL RATE CONTRACT 
Forms Usep BY THE FAR EAST CONFERENCE (THIS FORM PRINTED IN 1947 BUT 
TERMS AND CONDITIONS GENERALLY ARE THE SAME AS ON FORMS USED 1938-41) 


1. Isbrandtsen-Moller contracts were actually contracts of carriage under 
which shippers were committed to ship with Isbrandtsen-Moller, and Isbrandtsen- 
Moller was committed to carry all of the items of cargo covered. 

(a) The exclusive patronage contracts of the Far East Conference committed 
the shipper to forward all shipments by conference carriers, but the conference 
carriers were not committed to carry on even 1 pound of cargo. The conference 
contract provided that shipper should apply for space, and if the carriers 
failed to furnish space, the shipper would be free to secure space elsewhere. 

2. Isbrandtsen-Moller contracts covered only specified items of cargo. 

(a) The Far East Conference agreement bound the shipper not only as to items 
of cargo which might be named in the agreement, but to any and all items of 
cargo which were to be considered as bound under the contract even though 
not mentioned. 

3. Isbrandtsen-Moller contracts covered a specified period of time—sometimes 
3 months, but oftentimes for longer periods, 6 months or more. 

(a) The Far East Conference contract was a running contract which could 
be canceled by either party on 30 days’ notice. 

4. Isbrandtsen-Moller contracts guaranteed the rate for the life of the contract 
period involved. 

(a) The Far East Conference contracts provided rates which were subject to 
increase by the carriers giving the shipper 30 days’ written notice. 

5. Ishrandtsen-Moller contracts only bound the shipper named in the contract. 

(a) The Far East Conference contract undertook to bind the shipper as to all 
shipments made “directly or indirectly by him, his agents, subsidiary, assoicated 
and/or parent companies.” 

6. Isbrandtsen-Moller contracts provided no penalty for noncompliance, it 
being considered that a normal, mutual contract between the parties had been 
made and would be considered accordingly. 

(a) The Far East Conference contracts provided that if any shipments were 
made in violation of the exclusive patronage contract the shipper would be liable 
to the conference carriers for payment of additional freight on all cargo thereto- 
fore shipped up to a 12-month period at the noncontract rates set forth in the 
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current conference tariffs. With large shippers this might amount to thousands, 
even hundreds of thousands of dollars. 

7. Isbrandtsen-Moller contracts provided that in the case of war or hostilities 
arising which affected, or were likely to affect, vessels or cargo in the trade in- 
volved, either party had the option of canceling. 

(a) The Far East Conference contracts carried two clauses, No. 6 and No. 10, 
which not only dealt with the development of warlike conditions or hostilities 
but with many other possibilities—and the carriers only could cancel the con- 
tract. 

8. Isbrandtsen-Moller contracts comprised 15 lines setting forth the mutual 
obligations of the carrier and the shipper. 

(a) The Far East Conference contract comprised 65 lines, most of which bound 
the shipper but not the conference lines. 





ISBRANDTSEN-MOLLER Co., INc., NEw YORK 


Gentlemen: We confirm arrangement agreed upon covering your shipments, 
commodities and ports shown below, during the period from ~-----------~~ to 
ee You have agreed to route all of your shipments on vessels oper- 
ated by the Isbrandtsen-Moller Co., Inc., and we have agreed to protect the 
following rates: 

You shall have the option of selecting any of the vessels operated by the Is- 
brandtsen-Moller Co., Inc., subject to specific agreement between us as to quantity 
to be shipped on the carrying vessel, and the port or ports of loading, call, and 
discharge. Arrangements for the actual carriage of specific shipments of the 
commodity or commodities covered by this agreement are to be made individually 
with us, and the shipments shall be subject to all the terms, conditions, and ex- 
ceptions expressed in the permits, dock receipts, mate’s receipts and regular form 
of bill of lading of the Isbrandtsen-Moller Co., Inc., at the time of the shipments. 

In the event of war or hostilities between countries or peoples, affecting or 
likely to affect vessel(s) or cargo(es) in the trade covered herein, either party 
shall have the option of canceling this agreement. 

It is understood that if you have shipments which, on account of urgent deliv- 
ery requirements, cannot be held and sent with our next sailing, it will not be 
counted a breach of this agreement for you to send such shipments on other lines, 
provided we are notified of such instances and that the prevailing rates of such 
other lines are paid. 


Far East FREIGHT AGREEMENT 
Contract No. —— 


Memorandum of agreement, made the __----__ Cae 08 sca ees 19 
by and betweoem 2.2.6.2... acti faba een indian it Shake ti Secalahy hereinafter called 
the shipper, and members of Far East Conference, designated below and herein- 
after called the carriers, it being understood and agreed to by the shipper and by 
the carriers that if the Far East Conference add any additional line or lines to 
their membership, such line or lines shall thereby become party to this agreement, 
and the shipper shall have the right to request shipping space of such line or 
lines as in this agreement provided ; and should any line or lines cease to be mem- 
bers of said conference, all future rights under this agreement of such line or 
lines, and of the shipper as to any such line or lines, shall thereupon terminate. 

1. The shipper, in consideration of the rates and other conditions stated herein 
agrees to forward by vessels of the carriers all shipments made, directly or in- 
directly, by him, his agents, subsidiary, associated and/or parent companies and 
shipped from U.S. ports, excepting, however, Pacific coast ports, to ports in Japan, 
Korea, Formosa, Siberia, Manchuria, China, Indochina and Philippine Islands. 

The commodities involved, the estimated quantities, and the rates and condi- 
tions to govern are shown on the attached supplement or supplements. It is 
mutually understood and agreed that if shipper should subsequently forward any 
commodity other than those shown on attached supplement or supplements, said 
shipments are considered to be part of this agreement, and therefore entitled to 
the lowest rate then in effect on such commodity without requiring shipper to 
conclude a supplemental agreement with the carriers. 

2. The rates of freight named or provided for hereunder are subject to being 
increased reasonably from time to time by the carriers giving the shipper written 
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notice thereof not less than 30 days in advance of the increase. Increases shall 
be deemed accepted by the shipper unless he notifies the carriers to the contrary 
within 10 days from the receipt of said notice. Within said 10 days, the shipper 
may give the carriers written notice of cancellation of this contract as of the 
effective date of the increased rate or rates, subject, nevertheless, to option on the 
part of the carriers declarable not less than 10 days prior to the effective date 
of the increased rate or rates, either to accept cancellation, or to continue this 
contract under the rates in effect when notice of increase be given. 

Should the carriers during the term of this agreement reduce rates on any of 
the commodities named, the shipper shall be given the full benefit of such re- 
duced rates during the period the same remain in effect. 

3. The shipper has the option of selecting any of the vessels operated by any 
of the respective carriers who, at time of shipment, are members of the Far 
East Conference, provided that required space to port of destination is avail- 
able either direct or with transshipment when shipper makes application there- 
for. Shipper is further required to reach agreement with respective carrier 
as to quantity per vessel, port or ports of loading, port or ports of discharge 
and to apply for said freight space as early as practicable before vessel's ad- 
vertised sailing date. If the carriers fail to furnish space after the shipper duly 
applies therefor, the shipper shall be free with respect to such shipment to 
secure space elsewhere without prejudice to his right to future shipments un- 
der this agreement, provided that shipper first notifies the office of the Far Hast 
Conference at New York and allows the conference chairman 48 hours from 
receipt of such notice to confirm that said space is not available. 

4. If the shipper shall make any shipments in violation hereof, this agree- 
ment shall immediately become null and void as to all future shipments, and 
thereupon the shipper shall be liable to the transporting carriers for payment 
of additional freight on all commodities theretofore shipped with such carriers 
for a period not exceeding 12 months immediately preceding the date of such 
shipment, at the noncontract rate or rates on all commodities set forth in the 
current tariffs of the transporting carriers in force at the time of such ship- 
ments, 

5. Shipments under this agreement are subject to all the terms and conditions 
contained in the respective carrier’s engagement note, permit, dock receipt and 
or regular form of bill of lading, in use by the carrier when shipments are 
tendered. 

6. In the event of any hostilities breaking out or threatening to break out, 
in which the United States and/or Great Britain and/or Japan and/or China 
and/or Indochina and/or Russia and/or their colonies are involved, or by which 
the carrier’s interests are affected, the carriers have the option of canceling 
this agreement. 

7. In compliance with section 16 of the “Shipping Act, 1916,” payment by 
the carriers and the acceptance of freight brokerage by the broker is with the 
strict understanding that no part of the brokerage thus collected shall revert to 
the shipper, or to the consignee, and that the business of the broker is in no 
sense subsidiary to or affiliated with that of the shipper or of the consignee. 

8. In the event of any disputes pertaining to, and arising during the exist- 
ence of this contract, said disputes shall be referred to a board of three arbi- 
trators, one of whom shall be appointed by each party to the contract and the 
two so nominated shall choose the third to act as umpire. The decision of 
any two of these as to the imposition of penalties and/or the enforcements of 
awards shall be final and binding upon both parties to this contract, and for 
the purpose of enforcing awards will be made a rule of the court. 

9. This agreement, subject to the conditions set forth herein, may be termi- 
nated upon 380 days’ written notice by the shipper, or by all of the carriers, or 
by any one or more of the carriers (in which case such cancellation shall be 
effective only as to the notifying carriers). If this contract shall be terminated 
as to some, but not all, carriers, the shipper shall be at liberty to ship by such 
terminating carriers so long as such terminating carrier or carriers remain mem- 
bers of the Far East Conference without thereby violating this contract. 

10. In the event of threat, existence, or continuance of any present or fu- 
ture war or warlike conditions or hostilities or civil commotion, or measures 
taken by any government in consequence thereof or in connection therewith, or 
the existence or continuance of conditions which, in the opinion of any one 
or more of the carriers, indicates that there is a danger of any of the foregoing 
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which, may impede, obstruct or delay, or render impossible or hazardous per- 
formance of its or their obligations due to the requisition, seizure or loss of 
any of the vessels or any one or more of the carriers, or any other cause what- 
soever whether similar or dissimilar, or which, in the sole judgment of any 
one or more of the carriers, may directly or indirectly result in the imposition 
upon it or them of any undue financial or other hardship or burden in the 
performance of its or their obligations, any one or more of the carriers shall have 
the option of forthwith canceling this agreement as to it or them. If this 
agreement shall be canceled as to some but not all of the carriers the shipper 
shall be at liberty to ship by such canceling carrier or carriers so long as such 
canceling carrier or carriers remain members of the Far East Conference with- 
out thereby violating this agreement. 
(Shipper) 


(Chairman) 
(Address of shipper must be shown on contract.) 


ISBRANDTSEN-MOLLER Co., INC., 
New York. 

GENTLEMEN : We hereby confirm arrangements agreed upon covering your ship- 
ments, commodities and ports shown below, during the period from January 1, 
1941, to June 30, 1941. You have agreed to offer all of your shipments to the 
Isbrandtsen-Moller Co., Inc., and we have agreed to protect the following rates 
on sailings scheduled between the ports mentioned : 

New rates may be established at any subsequent time by the Isbrandtsen- 
Moller Co., Inc., with the understanding, however, that 60 days notice shall be 
given and that if you do not agree to such rates as may be established, you 
then have the option of canceling this agreement. 

You shall have the option of selecting any of the vessels Operated by the 
Isbrandtsen-Moller Co., Inc., subject to specific agreement between us as to 
quantity to be shipped on the carrying vessel, and the port or ports of loading, 
eall, and discharge. Arrangements for the actual carriage of specific shipments 
of the commodity or commodities covered by this agreement are to be made in- 
dividually with us, and the shipments shall be subject to all the terms, condi- 
tions, and exceptions expressed in the permits, dock receipts, mate’s receipts, 
and regular form of bills of lading of the Isbrandtsen-Moller Co., Inc., at the 
time of the shipments. 

Shippers and cargo must of course comply with all governmental regulations 
to permit export. In view of the existence of war, warlike conditions, hostilities, 
civil commotion, and the imminence of further such; and further considering the 
possibility of governmental requisition or control of tonnage; or other inter- 
ference whatsoever with our operations beyond our control; we reserve the right 
of canceling or suspending any or all of the obligations undertaken in this agree- 
ment or in bookings. 

It is understand that if you have shipments which, on account of delivery 
requirements, cannot be held and sent with our next sailing, it will not be 
counted a breach of this agreement for you to send such shipments On other 
lines, provided we are first notified of such instances. 

We are sending agreement in triplicate. Please execute original and both 
copies, returning all to us for counter-signature, when we will reforward copy 
for your records. 

Yours very truly, 
M. S. CrRINKLEY, Vice President. 
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ISBRANDTSEN-MOLLER Co., INC., 
New York, 

GENTLEMEN: We confirm arrangement agreed upon covering your shipments 
moving to the Far Hast after ~-..--_---_-. You have agreed to route your 
shipments on vessels operated by the Isbrandtsen-Moller Co., Inc., and we have 
agreed to protect the rates shown below, with the understanding that freight 
rates covering your shipments are subject to being increased reasonably from 
time to time by our giving you not less than 60 days’ advance notice of such 
increase. Should increases be made under this provision, it will be considered 
that you agree unless notice to the contrary is given us within 30 days, in which 
event you have the right to cancel the agreement as of the date such increases 
are to be effective. However, we reserve the option to either accept such can- 
cellation, or continue the agreement on the basis of the rates in effect prior to 
notice of increase. 

This agreement, subject to conditions set forth herein, may be terminated 
upon 90 days’ written notice by either party. 

The following rates apply from our regular Atlantie coast loading ports; 

You shall have the option of selecting any of the vessels operated by the 
Isbrandtsen-Moller Co., Ine., subject to specific agreement between us as to 
quantity to be shipped on the carrying vessel, and the port or ports of loading, 
eall, and discharge. Arrangements for the actual carriage of specific shipments 
of the commodity or commodities covered by this agreement are to be made in- 
dividually with us, and the shipments shall be subject to all the terms, condi- 
tions and exceptions expressed in the permits, dock receipts, mate’s receipts, and 
regular form of bill of lading of the Isbrandtsen-Moller Co., Inc., at the time of 
the shipments. 

It is understood that if you have shipments which, on account of urgent de- 
livery requirements, or instructions of consignees, cannot be sent via our sailings, 
it will not be counted a breach of this agreement to send such shipments with 
other lines, provided the prevailing noncontract rates of such other lines are 
paid. 

In the event of war or hostilities between countries or peoples, affecting or 
likely to affect vessel(s) or cargo(es) in the trade covered herein, either party 
shall have the option of canceling this agreement. 

We are sending this agreement to you in duplicate, and ask you to sign and 
return one copy to us. 


Mr. O’Connor. Under the dual-rate contract, the shipper has no 
goods then to ship. The contract. Isbrandtsen had pertained to the 
particular shipper, particular goods at the particular time and at a 
particular rate. ‘That does not pertain to the dual-rate contract of 
the conference. 

I would like to submit with these an analysis which Mr. Crinkley 
has made, a comparison of the conference dual-rate contract and this 
contract. 

The Crarrman. Mr. Crinkley testified and had the opportunity to 
go into this. 

Mr. O’Connor. That was left open. You asked if he would produce 
this contract, and he was expecting to appear here again and comply 
with that request of the committee. 

The Cuatrman. We would like to have that to analyze it before 
we put it in the record. Let us have it to go over it. There might 
be statements in here on which there might be questions desired to be 
asked. 

You mean all this is going to be submitted in the record. 

I will have the staff look at this and see if there are any questions 
to be asked about it before it goes into the record. 

Mr. Garmatz. Just for the record, Mr. Chairman, I remember this 
‘ase that Mr. O’Connor is speaking about. If I remember correctly, 
1 aaa this Mr. Cohn requested time officially from the com- 
mittee. 
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You were sitting in the right-hand side of the hall, about the fifth 
row back. I think he was sitting next to you, and you sent one of 
your cards up with his name on the back and asked if it was possible 
to have time to hear the gentleman. 

I asked if he had requested time through the committee and he 
said “No.” We sat down and heard him, and we have 10 pages of 
testimony here. I have just one point to bring out: 

Mr. Casey. All your shipments are inbound; is that right? 

Mr. COHN. Yes, sir. : 

Mr. Casey. You understand, of course, that we cannot pass any laws that will 
govern any shipping inbound? 

Mr. Conn. Yes. 

I have one more quote, with Mr. Zelenko questioning him: 

I think you told us a moment ago that there were 50 people in your type of 
business. Are any of the others down here with the same complaints, or are you 
the only one? 

Mr. Coun. I doubt that any others know that this hearing is in existence. 

Mr. ZELENKO. How do you know about it? 

Mr. Coun. I saw it in the papers, and also we get correspondence from 
Isbrandtsen on it, too. 

Mr. ZELENKO. Do you know if any of your people in the same business use 
Isbrandtsen, too? 

Mr. Coun. We all use the conference lines and Isbrandtsen interchangeably. 


Then later: 


Would they not be concerned with the same problem you are if that is a 
problem in your industry? Should they not be concerned with it? 

Mr. Coun. They should be. 

Mr. ZELENKO. And you think they are not alerted? 

Mr. CoHN. I am sure of that. 

Mr. Zelenko says, and I bring this point out to show that he was 
trying to give him and any of his associates in the same business a fair 
chance: 

Would you be good enough in some way to alert these people and have us 
alert them and let us find out whether this is only your complaint? It may 
be a legitimate complaint, and I do not doubt that it is legitimate, or whether 
it is a complaint of your entire industry. 

Would you give to the committee the names of the people in your business? 

If these people are not alerted we want to do the right thing. We want to 
see whether you are the only complainant or whether the complaint is true 
of the entire industry. 
I think that record speaks for itself, that we want not only to be 
fair to him but that any other corporation doing the same type of 
work he was doing would have the right to appear before this com- 
mittee and, as of this time, I think we have not heard from them. 

Mr. O’Connor. I would like to correct something Mr. Casey said, 
which was purely a slip of the tongue, that we could not control in- 
bound traffic. Of course, these conferences are made up of outbound 
operations and inbound operations with equal effect, both subject 
to the Maritime Board when they form a conference. 

The Cuairman. Have you finished ? 

Mr. To.terson. Yes. 

The Cuarrman. Mr. Anfuso. 

Mr. Anruso. I do not know whether you testified to this or not, 
Mr. O’Connor, but are you in favor of the single rate system as was 
proposed here yesterday ? 
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Mr. O’Connor. Well, I listened to it as best I could and my first 
reaction to it was that it was sort of a contribution to the “confusion 
worse confounded” which has been going on around here but I had 
another reaction to it. You particularly asking the question prompts 
me to say that it was my thought that the ‘chairman might refer 
the proposal to another subcommittee of which you are a member 
and which is chaired by the distinguished irrepressible member from 
Alabama, Frank Boykin. I refer to the Subcommittee on Fisheries 
and Wildlife, that that is where the Halibut bill would be more 
appropriately under consideration. 

The Cuarrman. What Halibut bill are you talking about ? 

I am again in a position that I must protect witnesses before this 
committee. We have always found Mr. Haddock to be a very fine 
witness before this committee. He represents a large segment of 
American people who are dependent on this industry for a livelihood 
and this committee is interested in it. Are you just belittling Mr. 
Haddock ? 

Mr. O’Connor. No, I am just funning. 

The Cuarrman. I took it seriously. 

Mr. O’Connor. Nobody should take me seriously, always. 

The Cuarrman. I do. 

Did you answer the question ? 

Mr. O’Connor. Yes, I answered it, I think. 

The CuarrmAn. You do not think much of the proposal ? 

Mr. O’Connor. I am not overenthusiastic about it, I can assure you. 

Mr. Anruso. As far as you and Mr. Haddock, I gather you are 
good friends. 

Mr. O’Connor. Yes; there is nothing personal. 

Mr. Anrvuso. Do you think, Mr. O’Connor, that the Department of 
Justice would be more opposed to that proposal than they have been? 

Mr. O’Connor. Well, of course, that proposal is just impossible. 
You talk about limiting competition and then you talk about every- 
body must charge the same rate, even the independent, and you talk 
about not letting the Government fix any rates and then you delegate 
not to the agency, do not let the agency, but you delegate to the con- 
ferences the right to fix rates that everybody must charge, American 
operators, foreign operators, and you run right into any number of 
Supreme Court cases on delegation of authority even to agencies, let 
alone private organizations, and you run into the so-c: alled chicken 
case, the Schechter case. It is just impossible. 

The Cuatrman. We do not want to get back into the chicken case, 

Mr. Mailliard? 

Mr. Matiurarp. I have no questions. 

The Cuatrman. Mr. Downing? 

Mr. Downtna. I have had questions. 

The Cuarmman. Mr. Glenn ? 

Mr. Gienn. Mr. O’Connor, did I understand you to say that you 
think that American shipping can compete with foreign shipping 
without the conference system ? 

Mr. O’Connor. I do and I hope so, because, if it cannot, it cannot 
endure. 

Mr. Gienn. Now, if that is so, do you think we could compete with 
foreign shipping without operating subsidies? 
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Mr. O’Connor. Oh, that is why you have operating subsidies. That 
is the whole thing that has been lost sight of, as I said at the hearing 
a year ago. The prime purpose of the 1936 act, with the enactment 
of which I had something to do, was to let the American operator 
meet the low-cost opel ration of the foreigner by giving him substan- 
tially the difference in subsidy. If it costs the American operator to 
carry a ton of goods from New York to Antwerp $12, and the foreigner 
could do it for’ $6, the theory of the subsidy act was to give the Amer- 
ican operator $6 to make up the difference. It has been entirely lost 
sight of. 

Mr. Grenn. I understand that. Without the conference system 
would not the American Government be forced to increase those oper- 
ating subsidies in order to enable our merchant marine to compete 
with the foreign operators ? 

Mr. O’Connor. I do not know what the conference system has to 
do with that at all. 

Mr. Gurenn. They fix the rates among themselves so that they can 
keep at a level which would permit our American shipping to com- 
pete with the foreign operators ? 

Mr. O’Connor. “They pick the American rate. They do not pick 
any rate among themselves. They pick the high American rate and 
they all charge that even though all of them could carry the goods for 
at least half; and the rest is a bonus to them. That is how stupid— 
and I use the word sort of lightly—we are in many things. 

Mr. Gienn. Do you think the shipping rates presently could be 
one-half of what they are? 

Mr. O’Connor. All foreign shipping rates could, without question. 

Mr. Guenn. Isbrandtsen does not give one-half of the present ship- 
ping rates? 

Mr. O’Connor. Isbrandtsen is operating American-flag ships. 
They have to charge the same rate as any other American operator. 
Anything that happens to any American operator, subsidized or not, 
happens to Isbrandtsen. 

Let me give you an example of the way this subsidy has worked 
out. 

In the North Atlantic trade from the North Atlantic to the Con- 
tinent, so-called Antwerp, Rotterdam, and so forth, for years the chief 
operator has been the United States Lines and subsidized over the 
years. 

Another line, a very prominent important line in that trade was the 
Waterman Line. The Waterman Line belonged to a conference in 
that trade and the conference sat down and fixed a rate that every- 
body should charge for goods from North America to the Continent 
and, of course, Waterman charges the same rate as the United States 
Line. The United States Lines was subsidized and Waterman was 
not. So they both got the same rate but the United States Lines 
got this subsidy in addition to the rate they got. 

Now, Waterman comes in just now presently and applies for a 
subsidy on that route so that it can replace the ships. 

Of course, you know that the subsidized lines can replace their 
ships. They are permitted to put aside a goodly portion of their 
earnings into a fund for the purpose of replacement, and the inde- 
pendent unsubsidized operator is not permitted to build up that re- 
serve for the purpose of replacement. 
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Here in the same conference two members, one subsidized and the 
other unsubsidized, charge the same rates but in addition the sub- 
sidized operator got a good, substantial amount of subsidy on top 
of that. 

That never was intended under the 1936 act at all, which dealt only 
with subsidies. The 1936 act did not take into account any confer- 
ences or any dual rate system then at all. 

Mr. Guenn. You, of course, are quite an expert on the conference 
system and dual rates because you have been studying it and living 
with it for years. England has the conference system and rebate SYS- 
tem. Do you think that E ngland has any necessity for continuing 
its system or do you think they could do without the system as well 
as we could? 

Mr. O’Connor. Well, of course, you get accustomed to things in a 
country. You have certain customs and traditions, and, of course, 
the dual rate or deferred rebate system is an old world tradition of 
the cartel. Everything is cartel over there. The government is not 
in the cartel in these foreign countries. They are private cartels 
which are not frowned upon by the government as here. Whether 
or not they could get along without them, I do not know. There are 
complaints about them over there. 

I think if you go to Italy, you will hear plenty of complaints there 
by shippers. It is taken as a sort of an old tradition, old custom, an 
old habit, and I have no conviction that the deferred rebate system is 
any more necessary than the dual rate system. 

The dual rate contract-noncontract exclusive patronage system only 
applies by reason of the 1916 act to traffic to and from the United 
States. The same operators are in that trade, which is the lushest 
trade in the world, as are in the foreign trade under the deferred re- 
bate system. 

Do not worry that anything we would do would drive the foreign 
steamship operators out of the trade to and from the United States. 
It is the lushest in all the world and they will stay in it and they 
could not exist without it, so that, when we protect our American 
merchant marine and our American operators, we are not taking much 
chance. 

If they say, “We will not serve you and you need our service and 
we will cut rates down to the bottom where no cargo will be put on 
American-flag ships,” if that happens, we should do something about 
it; and I am confident that we are able to do something about it. 

Mr. Gienn. I think, along that line, you mentioned earlier in this 
hearing that we could threw the foreign ships out of our ports or stop 
them from coming in or something of that sort, is that right? 

Mr. O’Connor. Well, the American ships around the w orld even at 
this moment have trouble getting in promptly, and so forth, into 
foreign ports. Other countries control their ports pretty well and 
they have certain restrictions. 

We talk about it and the Maritime talks about it and possibly these 
committees, but the first duty of any government is to its own people 
and, when it cannot serve its own people, it is not worthy to continue 
as a government. 

Mr. Gienn. Further, if we did get to the point where, in order to 
protect our shipping, we would have to close our ports to foreign 
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shipping, do you think that this would have any effect on foreign 
relations ? 

Mr. O’Connor. You talk about retaliation and foreign relations. 
Why, foreign governments are clamoring. all the time that we should 
not give subsidies to our ships, it is unfair, they say, and they will 
do this or that to us, and they do it when it serves their purpose. I 
am sure that we are not going to be intimidated by anything that any 
of them may say they will do to us. 

If we cannot take care of ourselves, the sooner we find it out the 
better. 

Mr. Guenn. That is all, Mr. Chairman. 

The Cuairman. Mr. Johnson. 

Mr. Jounson. I direct your attention to page 587 of your testimony 
in which you state: 

Now, it has been said here, “Why has not anybody come along and attacked 
this system except Isbrandtsen ?”’ 

Well, of course, you all, especially you lawyers, have had experience un- 
doubtedly of a test case and people taking a free ride. We have known, how- 
ever, Who was sympathetic with us riding on our coattails. 

It was always hush-hush, behind the hand, “Do not let on. Do not hand me 
up,” and they were not only independents not in the conferences, but some of 
the American lines which were in conferences hoping that we would win out in 
the end. 

We have had testimony over a period of months and have heard 
from practically all the steamship lines, and I ask what American 
line you referred to which was sympathetic and wanted, of course, to 
discontinue the conference with the tie-in dual rate ? 

Mr. O’Connor. That is another particularization that you are not 
really permitted to disclose. 

Mr. Jounson. Mr. O’Connor, we are not concerned with particu- 
larization. We want the facts. When you make statements as to 
American lines, you should come forward and substantiate your testi- 
mony with facts. 

Mr. O’Connor. I have put in the record here a list of independent 
liner operations in the various conferences’ trades. I think you will 
find that many American lines appear as independents in many trades 
who are members of conferences in other trades. 

Mr. Jonnson. But I direct your attention to “* * * some of the 
American lines who were in conferences * * *.” That is what I direct 
your attention to. 

Mr. O’Connor. I am getting at it. 

Mr. Jonnson. What lines were those ? 

Mr. O’Connor. I am just saying that there have been operating 
independents in very recent times, well-known American lines, and 
these are from the record of the Maritime Board headed “List of Non- 
conference Operators.” United States Lines has operated independent, 
the Robin Line, Lykes Line, Moore-McCormack, Pan Atlantic, Water- 
man. 

Mr. Jornson. May I interrupt at that juncture? Do you mean to 

say that they were the ones you refer to in your testimony as hoping 
that Isbrandtsen would win out in its fight to defeat the dual rate or 
conference system ? 

Mr. O'Connor. Oh, not necessarily. 
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Mr. Jounson. What do you mean, then, by your statement that 
“some of the American lines who were in conferences hoping that we 
would win out in the end.” I asked you what were the American 
lines ¢ 

The CuatrmMan. Let meask you. Where is that? 

Mr. Jounson. On page 588. 

Mr. O’Connor. Over the years, it has been reported to me by Mr. 
Hans Isbrandtsen, now dece: aaa, and other people in the Isbrandtsen 
organization, that they have heard from other lines and I can recall 
one instance, Waterman, who expressed his sympathy with our fight 
against the dual rates. They were conference members of a great 
many conferences. 

Now, there may have been other instances which I do not recall. I 
do not want to involve Waterman. I do not know if there is anybody 
there who was a spokesman at that time. He would come here and 

say, “We never said anything to Hans Isbrandtsen about it.” 

IT am sure you must have gathered that the American lines do sort 
of feel that they are in a spot, somewhat subject to this dominance of 
foreign lines in every instance of a conference, and when I say they 
might possibly like to get out from under it, I think it is a logical con- 
clusion deducted from the circumstances 

I pointed out to you that Lykes, in five proceedings that they have 
brought before the Maritime Board, charged that this dual rate con- 
ference in those five trades was as vicious as we ever charged it and 
more so. They said it was monopolistic, arbitrary, discriminatory, 
and everything else. 

There is an expression of one of the biggest conference lines in the 
country. They belong to about 42 conferences. 

And there have been other instances where before the Board, and 
whatever the motive of the particular line was, is unimportant to me, 
where they had something to say against the dual-rate system. 

Mr. Jounson. Mr. O’Connor, may I pass to another point for the 
record ? 

Mr. O'Connor. Surely. 

Mr. Jonnson. You, inf your testimony, speak of where the con- 
ferences get together and they more or less set a rate. You remember 
your testimony. Is that correct? There has been information that 
even in conferences there is sometimes a reduction in rate, so-called 
price wars even in conferences. 

Mr. O'Connor. There is one going on right now and the conference 
has broken up on account of it and there is no independent in it but, 
on account of rate cutting among the conference members, it has just 
broken up. 

Mr. Jounson. You refer to the Calcutta Conference ? 

Mr. O’Connor. Yes. 

Mr. Jounson. Which would indicate that there is not such a price 
fixing but that the lines themselves compete in open competition ? 

Mr. O’Connor. Oh, no. The »y violate the agreement they enter mto 
to charge the same rate when it serves their purpose. 

As I said again, this is not a namby-pamby setup. 

Mr. Jounson. What do you mean by “they charged the same rate” ? 

Mr. O’Connor. They agreed to charge the same rate but then they 
violated that. That is what caused the so-called rate war in the 
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Pacific which went to the Supreme Court. They cut their rate among 
themselves. 

Mr. Jounson. Who benefits by the rate reduction ¢ 

Mr. O’Connor. They want to get a cargo. 

The Cuairman. Answer the question. “Who benefits by it? 

I do not want you going off on a different tangent. Just answer 
that question. 

Mr. O’Connor. Well, for the time being, the company that gets 
the cargo may benefit by it. 

Mr. Jonson. You mean the shipper does not benefit by it? 

Mr. O’Connor. The shipper that gets the cut rate for a while may 
benefit by it, sure. 

Mr. Jounson. All right. Now, I want to direct your attention to 
the fact that you feel that we have a great protection in closing, if 
we see fit, our ports to foreign shipping, and you went on to speak of 
the duty ‘of our Government to protect our people. You remember 
that statement ¢ 

Mr. O’Connor. Yes. 

Mr. Jounson. When you speak of foreign shipping, how do you 
classify the great percentage of our lines that are owned by American 
interests but are operating under foreign flags? 

Mr. O’Connor. Well, of course, in this confere nce dual rate thing, 
you are only talking about liner operators, berth operators, and that 
situation does not apply to them. 

The situation of American ownership of foreign-flag operations is 
usually in the bulk operations. 

Mr. Jounson. I am directing the question, though, to the fact that, 
if we follow your recommendation and abolish the conference system 
with the tie-in and use the opportunity to close our so-called ports 
to foreign shipping, would we not be closing them to our own Amer- 

‘an investors and American citizens? 

” Mr. O’Connor. Well, of course, in the last breath or the next breath 
you have some criticism of them for operating foreign-flag ships 
so, if you want to build an American merchant marine, you have to 
do it with American-flag ships. You are not doing it by having Amer- 
ican citizens operating foreign-flag ships. 

Mr. Jounson. We had testimony as of yesterday that 30 percent of 
our foreign shipping is on vessels ‘of foreign flags but own by Amer- 

an interests, and you would say, then, that you would close the ports 
ayes if we follow your policy ? 

Mr. O’Connor. I do not think you would ever have to go that far 
but we should not hesitate at that if the overall results are beneficial 
to our people generally. 

Now, you cannot make the great sacrifice to submit to the 9 or 10 
to 1 foreign operators against our 1 American-liner operator just to 
preserve the possibility of building up an American merchant marine 
at the expense of all our receivers and exporters and consumers. It 
is not worth it and you are always starting on a premise there which 
still has some question, whether or not you can develop a real Amer- 
ican merchant marine but you certainly should not sacrifice every- 
thing just trying to do it because you may never do it. 

Mr. Jonnson. Mr. O°C onnor, may I ask one final question ? 

Up to the present time, is it not a fact that Ibrandtsen has bene- 
fited by the conference system with the tie-in of the dual rate? 
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Mr. O’Connor. I do not think that is a demonstrable fact at all. 
They have benefited by reason of the fact that they are diligent, good 
operators, and so forth, and hustled ev ery minute. I think the con- 
ference system may have deterred them and I know the dual rate 
system and the rate war in the Pacific caused by the conference mem- 
bers cutting each other’s rates cost them $3 million and put them out 
of business in that trade so they did not benefit by the conference 
or dual rate system there. 

Mr. Jounson. Do you say, then, that because of the existing pol- 
icy, that there has not been that so-called umbrella in which you could, 
of course, attract at a reduced rate goods in shipment as well as re- 
ceived tremendous advertisement through the action that you had 
taken ? 

Mr. O’Connor. Well, of course, again over the years that word 
“umbrella” has been built up by constant repetition. They used to 
say about Hitler, the big lie, if you keep restating it long enough 
you believe it yourself. About the umbrella that the conference holds 
over Isbrandtsen or any other independent, of course, Isbrandtsen 
is singled out because of their size. They are the biggest American 
independent in the world and deliberately so. They are also the big- 
gest independent in the world of any nationality. 

Mr. Jounson. Do you feel that if we abolished the conference 
system with the tie-in that because of what you state of being so 
large and well man: iged that ultimately you could control to even a 
greater degree the carriage or trade of foreign goods ? 

Mr. O'Connor. I am not advocating at this time the abolition of the 
conference system. Iam opposing the dual rate system. Of course, 
the tie-in has nothing to do with the conference system. The tie-in 
only comes into effect and develops with the dual rate system. There 
is no tie-in with the conference system. The conferences are per- 
mitted to get together and fix rates which each one will charge. That 
is against our antitrust laws unless they get the permission. 

The shipper does not tie it in. The shipper can pay it or patronize 
an independent. 

Mr. Jounson. What good is a conference without some means of 
inducement to the individual members or a policy that will enforce 
the carrying out of the terms ? 

Mr. O’Connor. The regularity of service, the coverage of so many 
ports, sailings, 300 a year, in the Pacific, for instance, as against 
Isbrandtsen’s 24. Those are inducements. 

Mr. Jounson. Why would you need a conference for that ? 

Mr. O’Connor. You have to have a conference or you cannot have 
uniform rates, one uniform rate. 

Mr. Jounson. [ have no further questions. 

The Cuatrrman. How would you avoid this rate war that you just 
mentioned if you did not have the tying system? If you did away 
with something i in the nature of the conference, how would you pro- 
hibit the breaking out of a rate war ? 

Mr. O’Connor. Mind you, of the 118 conferences, only 63 use the 
system; 55 do not; and I am talking about American conferences; and 
there have been practically no rate wars in those conferences where the 
system is used. 

The Cuarrman. Mr. Zincke wants to ask you a question. 
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Mr. Zincxe. Mr. O’Connor, the Isbrandtsen Co. operates on routes 
that are served by dual rate conferences, do they not? 

Mr. O’Connor. Yes. 

Mr. Zincke. Now, in the light of your statement that the dual rate 
conference tended to eliminate all competition, how do you account 
for the success of the Isbrandtsen Co. in continuing to operate ? 

Mr. O’Connor. Well, I do not know whether in those particular 
trades Isbrandtsen has any particular success. 

In some of those trades, Isbrandtsen is able to charge the identical 
rate as the conference and get trade but, if they go into one of those 
trades where there is a dual rate system with all ‘the shippers signed 
up as is the purpose of the system, they have no chance of doing 
business. 

Now, going around the world where they pick up cargo from here 
to here, they run into conferences which have the dual rate or the de- 
ferred rebate system and, by charging the same rate or by reason of 
other circumstances, that the y are going to a port and maybe the con- 
ference lines are not going to it or at a particular time, they are able 
to survive generally in those trades. 

We have been unsuccessful in many of those trades like in the Philip- 
pines to the United States. They just put us out of business. That 
octopus there of 57 lines in the one conference just will not let any 
agent serve an independent line. It is a monstrous thing from any 
antitrust or or of trade proposition, but I know what you are 
getting at, Mr. Zincke, and it has been raised several times, why should 
Isbrandtsen complain against the dual rate system when around the 
world they have been able to operate where there are such systems? 
I say that certain fortuitous circumstances have entered into those 
very few cases. 

Mr. Zincke. It does tend to indicate that the statement that the 
dual rate systems eliminate all competition is not wholly accurate, 
does it not ? 

Mr. O’Connor. To some extent. As I say, if successful, as Mr. 
ae and the counsel of the Board said, it will eliminate all inde- 

vendent competition. 

” Nome you might wonder why they have a dual rate system where 
om ‘re is no independent, which often happens. Of course, that is the 
big purpose of the dual-rate system is to prevent what the conferences 
call “potential competition” ina trade. 

Where there is no independent and they use the system they neces- 
sarily sign up every shipper. A shipper would be foolish not to sign 
up and cet the lower rate so that, if an independent was thinking of 
going into that trade, he has no shippers that are going to patronize 
him. That is the force of the system. 

The economic force of the system is to tie it up so that there is no 
field for the independent. 

Mr. Isbrandtsen used to say: 

All we want is access. We want free access. We want to go to a shipper and 
ask him to send his goods by us and not say, “I'd like to, but am all tied up with 
a conference. I have an exclusive patronage contract with a conference and I 
have agreed to boycott you and every other independent.” 


That is the objection tothe dual rate system. 
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Mr. Zincke. With respect to this contract to which you referred 
that was used by Isbrandtsen-Moller Co. a number of years ago, do 
you agree with me that there was no obligation on the part of the 
company to car ry any goods ? 

Mr. O'Connor. Are you looking at the form that you got from the 
Maritime Board ? 

Mr. Zincke. No, sir. I am looking at the offset form that you sub- 
mitted to the committee in the statement, this form, sir. 

Mr. O'Connor. I see. It is not specifically spelled out that 
Isbrandtsen agrees to carry the goods. 

Arrangement covering your shipments. You have agreed to route all your 
shipments with us and we have agreed to protect the following rates. 

Mr. Zincxe. Then the significant difference between that form, your 
company’s form and the form used by the dual rate conferences, lies 
in the paragraph that says: 

It is understood that if you have shipments which, on account of delivery 
requirements, cannot be held and sent with our next sailing, it will not be counted 
a breach of this agreement for you to send such shipments on other lines provided 
we are first notified of such instances. 

Mr. O’Connor. That is only one difference. We do not cover all, 
every type of commodity the shipper will send or his subsidiaries, and 
so forth. We do not prescribe for the penalties that in case he does 
not carry out his terms of the contract, and so forth. These confer- 
ences say, “We give a shipper an opportunity to use another line, even 
an independent line, if we cannot take care of them,” but that is a 
pretense. Practically every one of them have a provision that you 
must give 3 days’ notice and then wait 15 days | befor ‘e you could take 
on an independent and, of course, that just is ruinous to the shipper 
because most shippers want at least one sailing every 14 days. Many 
want one every week. Some want one every d: ry. So the tie of the 
shipper to the conference is just tremendous. 

The Cuatrrman. Mr. Tollefson. 

Mr. Touterson. I neglected to ask one question of Mr. O’Connor 
in connection with Isbrandtsen’ s application for subsidy. If subsidy 
is granted, will Isbrandtsen join a conference ? 

Mr. O’Connor. That has been asked before and I could not answer 
for them. It is a question of policy. As far as I know they show 
no inclination to do so and, if the Government ever went so far as to 
say that every American steamship operator, subsidized or unsubsi- 
dize d, must joint a conference, it 1s so repugnant to what we stand 
for that I cannot conceive of it happening. 

Mr. ‘Totterson. Regardless of what the Government might do, 
would you recommend it or would you recommend against it, if you 
were asked ? 

Mr. O’Connor. Well, it would all depend on what the circumstances 
as to the conferences were. Of course, I cannot bind Isbrandtsen as 
to my personal view. Personally, in the present situation I would 
not advise any operator who is in a position possibly to take care of 
himself to join up with a conference and put his head in that noose 
where these other people, these big foreign people, dominate the 
whole thing. 

In practic ally every instance they dominate it and can do as they 
will with this smaller American operator. 
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Mr. Tou.erson. Your answer is that you do not know what Is- 
brandtsen would do and, if Isbrandtsen asked you, you would advise 
against it ? 

Mr. O’Connor. On those questions of policy, that is up to them. 

Mr. ToLLerson. It is not a matter of policy with respect to your own 
advice ? 

Mr. O’Connor. I do not advise as to policy. I only advise as to 
legal matters. 

r. TottErson. You do not answer it one way or another, then, as 
to whether or not you would advise them joining a conference? 

Mr. O’Connor. No; I would leave it up to them. 

I might say to you personally that I hope they would not. 

Mr. Totterson. That is all, Mr. Chairman. 

The Cuatrman. Thank you very much. 

That will conclude the hearing for today. 

(Whereupon, at 11:50 a.m., the committee adjourned to reconvene 
subject to the call of the Chair.) 


87159—59—pt. 3-49 








STEAMSHIP CONFERENCE STUDY 


TUESDAY, AUGUST 18, 1959 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON STEAMSHIP CONFERENCES 
OF THE COMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D.C. 
The subcommittee met at 10 a.m., pursuant to notice, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 
Present: Representatives Bonner, Garmatz, Zelenko, Downing, 
Casey, Johnson, Tollefson, Mailliard, and Glenn. 
Staff members present : Bernard J. Zincke, counsel; Robert H. 
Cowen, counsel; and William B. Winfield, chief clerk. 
The Cuarrman. The committee will come to order. 
The witness this morning is Mr. Morse, Chairman of the Maritime 


Board. 


STATEMENT OF HON. CLARENCE G. MORSE, CHAIRMAN, FEDERAL 
MARITIME BOARD, ACCOMPANIED BY EDWARD APTAKER, 
CHIEF, REGULATION BRANCH, OFFICE OF THE GENERAL COUN- 
SEL, FEDERAL MARITIME BOARD 


Mr. Morse. Mr. Chairman, I have with me Mr. Edward Aptaker, 
who is from our General Counsel’s Office and is Chief of the Regula- 
tion Branch. 

I have a prepared statement which I would like to read, with your 
permission. 

The Federal Maritime Board welcomes the opportunity to appear 

again before this subcommittee to discuss the conference contract 
rate system or dual rate system. We have given a great deal of 
thought to the regulatory problems before this subcommittee in the 
light of both the testimony adduced in these hearings and our own 
experience in trying to discharge the administrative responsibilities 
entrusted to us by the Shipping Act, 1916. 

The testimony has ranged from a position completely outlawing 
any dual rate or tying device as one extreme to one legalizing the 
deferred rebate as the other extreme; from permitting the shipper 
complete freedom in declaring a shipment as a contract or as a non- 
contract shipment to a requirement that in all sales the shipper signa- 
tory retain control of the routing and ship only on conference vessels; 
from complete freedom of conferences and independent lines to fix 
rates to a position giving the Board authority to fix the level of rates 
in foreign commerce. 
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In our opinion, the controlling question to be resolved is this: What 
standards should be set to best serve the foreign commerce of the 
United States? The proper resolution of this question will require 
a statesmanlike consideration of all facets of the problem. In re- 
solving this matter we believe that the controlling test is the overall 
best interests of the foreign commerce of the United States; that in 
serving such inerest fair freight rates and rate stability are of greater 
importance than cutrate open competition; that steamship confer- 
ences are desirable and necessary; that rate stability and regularity 
of service can best be achieved if there is a tie-in arrangement be- 
tween carriers and shipper; that such tie-in arrangement should give 
security of patronage to the carriers but still insure to the shipper 
freedom to withdraw from his agreement with the carriers if he be- 
lieves his interests are being prejudiced, and that while conconference 
lines should not be driven from the seas neither should the desire to 

rotect those lines override the essential requirement that the rules 
. drawn to best serve the overall interests of the foreign commerce 
of the United States. To some it my appear anomalous that a steam- 
ship conference can fix rates with but finited review by any govern- 
mental agency. We do not find this fact strange. We know that 
competition enters into the fixing of the level of rates, competition 
from tramps, competition from lines serving a common market from 
other coasts of the United States, competition from independent car- 
riers, competition from lines from other foreign countries serving 
the same common market, and pressure from American shippers and 
importers in fixing the level of rates. 

Accordingly, we believe the Congress will conclude that conferences 
are desirable and necessary and that a tie-in arrangement is neces- 
sary to assure rate stability and frequency and regularity of service. 

With this general statement, we respectfully submit the following 
recommendations to the subcommittee : 

1. The contract rate system should be legalized. As we have testi- 
fied earlier, our experience has been that the contract rate system 
is often essential to the preservation of stability of rates and service 
in ocean foreign commerce. The great preponderance of the testimony 
adduced before this subcommittee strongly supports this conclusion. 
It is worth emphasizing that, although there have been some voices 
to the contrary, a substantial majority of both the shippers and car- 
riers who have testified before you have urged a similar conclusion. 

Some witnesses have advocated other forms of tying devices stronger 
than the contract rate system. It has been suggested that deferred 
rebates be legalized. Under the deferred rebate system, there is a 
single level of rates, but the contracting shipper is paid a discount, 
usually of 10 percent, at a later time in the form of a rebate. The 
rebate is accrued during the term of the contract, and its payment 
is conditioned upon the shipper’s exclusive patronage of the confer- 
ence lines not only during the period of the contract but also during 
the subsequent period of deferral. The payment is further condi- 
tioned upon the shipper’s renewing his exclusive patronage contract 
for the next succeeding contract period. Thus, under the deferred 
rebate system, the shipper is not only obliged to give his exclusive 
patronage to the conference during the term of the contract, but he 
must also unfailingly observe such exclusive patronage for an addi- 
tional period of time. 
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Another suggestion has been a so-called fidelity commission or 
fidelity rebate system. Under this system, there would be one level 
of rates paid by all shippers, but any shipper who had for a specified 
period, such as 6 months or a year, confined his shipments exclusively 
to conference lines would receive a refund or rebate of 10 percent. 
The refund would be payable immediately following the contract 
period, and would be based on the shipper’s performance during that 
period alone, regardless of what he did the following day. 

Both the deferred rebate and, to a lesser degree, the fidelity com- 
mission systems are harsher in their effect upon shippers than the 
contract rate system. This results from the fact that the discounts 
payable to the shipper for his shipments are not paid over at the time 
of each shipment, as is in effect the case in the contract rate system, 
but instead are withheld by the conference for a given period of time. 
A breach of the contract as to any shipment during the period of 
accrual would presumably result in forfeiture of all accrued rebates, 
and would hence entail a punitive imposition upon the shipper. A|- 
though this imposition is greater in the deferred rebate system than 
in the fidelity commission system, since a longer period of deferral is 
involved in the former, it nevertheless involves a penalization of the 
shipper much graver than the payment of simple compensatory dam- 
ages to the conferences. 

Although these systems would make for more faithful compliance 
by shippers, and would give the conference a greater degree of pro- 
tection against the inroads of cutrate nonconference carriers, it is be- 
lieved that this severity makes them undesirable. A shipper in atrade 
where either of these systems is used would have very little choice 
other than to ship with the conference. We submit that at this time 
the dual-rate system, rather than some more restrictive system, should 
be permitted. Should it develop that a tying arrangement more ef- 
fective and binding than the contract-rate system is needed for the 
protection of the commerce of the United States, then this Board 
will be the first to recommend corrective action. 

We suggest that section 14 of the Shipping Act should be amended 
so as expressly to authorize the Board to permit the use by conferences 
of the contract-rate system. We also suggest that the amendment 
should be phrased with sufficient flexibility to enable the Board to 
approve the fidelity commission system should the Board find its use 
desirable or necessary. 

We have no fundamental objection to writing into the law safe- 
guards for the protection of shippers and consignees, provided that 
the law gives the Board enough flexibility to exercise its discretion 
and specialized experience in condemning or permitting such varia- 
tions in the system or any of its details as may in the future come 
under consideration. It is clear that if too many details are brought 
into the statute, it will be both unwieldy and unduly restrictive upon 
the Board which must implement the regulatory policy of the statute. 
Accordingly, we suggest that detailed limitations and safeguards 
should be left, as they have hitherto been, to the case-by-case process 
of adjudication, rather than spelled out in legislation. The Board 
recommends that the legalizing amendment which it proposes should 
be no more specific in circumscribing the permissible limits of con- 


tract-rate systems than to require that their terms be fair and 
reasonable. 
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This statutory standard would require that the terms of the shipper 
exclusive patronage agreement be fair and equitable. It is this agree- 
ment which spells out ‘the conditions under which the conference mem- 
bers agree in concert to contract with shippers, and which details the 
respective obligations running between the shipper on the one hand 
and the members of the conference on the other. 

We are confident that a uniform shipper’s agreement should and 
could be worked out to insure that the various conference contract 
rate systems meet proper standards of fairness and reasonableness, 
and that all conferences using contract rates will act on equal footing. 
While we have not settled definitely upon its form, such a uniform 
agreement might be for each calendar year period and include pro- 
visions (@) allowing the shipper to terminate the agreement upon the 
effective date of resignation of one or more carriers from conference 
membership or upon the effective date of an increase in rates by the 
conference; (6) clearly requiring the conference lines to maintain 
reasonably regular service between specified ports or ranges of ports; 
(c) excluding corporate affiliates of the shipper from the benefits of 
the contract unless they sign contracts in their own names or are 
specifically named in the s signatory’s s contract; (d) prohibiting the 
shipper from making any shipments which would give the benefit of 
the contract rate to a nonsignatory shipper or consignee; (e) and im- 
posing clear and specific liabilities upon the shipper and carrier re- 
spectively in the case of breach of the agreement. We are tentatively 
thinking in terms of actual damages, with one party to the contract 
liable for such actual loss as may be suffered by the other party as a 
result of a breach by the former. In the case of repeated breaches or of 
a single flagrant breach, the shipper might also be liable to cancellation 
of his present agreement by the conference, and, where warranted, to 
ineligi Bilty for entry into a contract for a period of 1 year. 

Among other things, the shipper exclusive patronage agreement 
should include unambiguous language specifying whether and to what 
extent it governs shipments as to which the consignee, rather than the 
consignor, has the right to choose the carrier. 

Some of the problems inherent in applying the dual rate system to 
such shipments have been repeatedly mentioned by witnesses appear- 
ing before the subcommittee under the heading of f.o.b.-f.a.s. ship- 
ments, and these problems have moreover occ casioned litigations be- 
fore the Board and a reviewing court. If legislation is enacted to 
legalize the use of dual rates, it should protect ‘such contract shippers 
as are in good faith legally bound to abide by the routing instructions 
of the consignee. 

It will be recognized that the contract rate system may impose un- 
fair exactions upon signatory shippers if the obligation of the latter 
to patronize conference meinbers is interpreted as an absoltue require- 
ment that all goods ever owned in the past by the signatory shipper 
must be shipped via conference lines, regardless of who might presently 
have the contro] over the routing. 

The Board also recognizes that this subcommittee has heard testi- 
mony from a number of shippers alleging unduly harsh or restrictive 
treatment at the hands of at least one conference with respect to so- 
called f.o.b.-f.a.s. shipments. We might add, parenthetically, that 
some shippers have testified in support of this conference's practice on 
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the premise it is required ‘to assure all shippers being competitive in 
respect to ocean freight charges. 

As in all contracts, good faith is an essential element; or, putting 
it conversely, if bad faith exists, a party to a contract usually can 
find some way of evading his obligation. We believe the great ma- 
jority of the contract signers desire to comply with the spirit and 
intent of their contract obligations. There may be some who do not 
act in good faith. We believe it unfair to impose contract require- 
ments which in principle are unfair and burdensome merely to have 
a control over the unscrupulous shipper. He can be reached in other 
ways. 

This is the factual problem: Under a shipper’s agreement, which 
requires merely that all shipments, over which the shipper-signatory 
retains routing control, must be shipped via conference vessels, it 
will be readily seen that if it is advantageous to the seller or buyer 
for the goods to move on contract rates they (the seller and buyer) 
can, in the sales documents, vest control of the routing in the 
signatory-shipper. On the other hand, if it should be advantageous 
to ship nonconference, then by the simple device of vesting control 
of the routing in the buyer it is possible to enable the goods to be 
shipped nonconference. Thus, between a given buyer and a given 
shipper the routing control can readily be shifted back and forth— 
conference or nonconference—to suit the buyer’s wishes. The alterna- 
tive adopted by some conferences for their self-protection is to assert 
that the shipper’s agreement covers all forms of sales—f.o.b./f.a.s., 
c. & f./c.i.f. We believe the latter is too restrictive and we believe 
the former is unfair to conferences and to those shippers who, in good 
faith, endeavor to abide by the spirit and intent of their agreement 
with the conferences. 

In our opinion it is unfair to the shipper who, in good faith, seeks 
to route all shipments via conference vessel if his competitor uses the 
device of contracting variously for buyer’s control or for seller’s con- 
trol of the routing in order to obtain the contract rate on one shipment 
and the nonconference rate on another shipment to the same buyer. 
As we see it, the problem is how to reserve to the shippers at least 
the minimum degree of flexibility required to enable him best to con- 
duct his business and, on the other hand, to assure to the conference 
the volume of cargo required to assure regularity of service and rate 
stability. In our opinion, a plan should be selected which is midway 
between, on the one hand, a contract requirement which would require 
all sales—f.o.b./f.a.s., c. & f./c.i.f.—to be shipped on conference ves- 
sels and, on the other hand, would enable the shipper to ship con- 
ference or nonconference to suit his own convenience. We tentatively 
have in mind, if a uniform shipper’s agreement is to be adopted, 
detailed provisions which would govern all sales, including f.ob./f.a.s. 
sales, by requiring the shipped to adhere to a single uniform practice 
in respect of his sales to each consignee. Thus, if the shipper has 
had control of the ocean routing in the case of past sales to a par- 
ticular consignee, he perhaps should be required to continue to follow 
the same practice in all subsequent sales to that consignee. The 
shipped may alter this practice once without liability, but, having 
changed once, he may not change back again. We are not so gul- 
lible as to believe this plan is a cure-all for all problems. We realize 
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that an unscrupulous signatory could find ways of evading the spirit 
and intent of the shipper’s agreement. We think the cure to that 
should be by appropriate proceedings under section 16 of the 1916 act. 

We also believe that some additional progress in the solution of the 
so-called f.o.b. problem could be gained from a serious effort on the 
part of conferences to sign up consignees as well as consignors. These, 
of course, are tentative thoughts, but we think they point the way to 
a practical solution to the problem. Should any of these features 
prove under further analysis or experience to require modification, we 
would correspondingly take steps to amend the uniform shipper’s 
exclusive patronage agreement. 

Generally summarized, we are thinking in terms of assimilating 
the shipper agreement more closely to a requirements contract. 

We do not believe it advisable to attempt to frame legislation de- 
signed to cover this subject in detail, for it is certain that such a statute 
would be very long and complex and would present a formidable job 
of draftsmanship. It seems to us that the formulation of detailed rules 
governing the shipper-conference relations calls for the exercise of 
discretion and for a degree of flexibility which should appropriately be 
lodged with the Board. 

It is therefore recommended that the statutory language authoriz- 
ing the use of the contract rate systems should provide that such sys- 
tems be fair and reasonable, but should leave the specific application 
of this standard to the Board in rule-making actions and in the adju- 
dication of cases as they may arise. 

We might add that it may be desirable also to formulate a uniform 
basic conference agreement. While the needs of carriers will be found 
to vary from trade to trade, there are, it seems to us, a number of 
basic provisions which could fairly be required to be inserted in all 
conference agreements. One such requirement might be that the con- 
ference agree to the attendance by authorized Board employees at 
meetings or discussions involving the transaction of conference 
business. 

In suggesting that the contract rate system should be permitted, we 
of course contemplate that administrative remedies will be available 
for the protection of affected parties and of the public interest. Like 
other agreements under section 15 affecting competition, the agreement 
to inaugurate a system of contract rates requires Board approval be- 
fore it may lawfully be effectuated. Future legislation should simi- 
larly require that such approval be granted only after full opportunity 
for hearing has been extended to all interested parties and there is an 
appropriate showing that the proposed system meets the applicable 
standards of the Shipping Act, 1916, and applicable Board regula- 
tions. 

With respect to contract rate systems now in use—that is, those 
which have been legalized by Public Law 85-626 until June 30, 1960— 
it is our suggestion that if permanent legislation is enacted, these 
presently in use systems should be considered as presumptively legal. 
These systems have, as it were, stood the test of time, and they have 
been considered lawful by the Board and its predecessors under the 
view that the approval of the basic conference agreement carried with 
it the approval of the use of a contract rate system. Most of them 
had been in effect long prior to the enactment of Public Law 85-266, 
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and, as the testimony before the subcommittee shows, there does not 
appear to be any specific criticism of any of these systems other than 
the criticisms which have been made against the contract rate system 
in general. We believe that it would be disruptive of the commerce 
of the United States if all conferences now using the contract rate 
system were required to discontinue using the system until given 
specific advance approval under such new legislation as may emerge. 
Moreover, it would be burdensome in the extreme on the Federal Mari- 
time Board if the Board were required to review each existing system 
and hold formal proceedings on whether to approve such systems. It 
is suggested that the systems presently in use be permitted to stay in 
effect, subject to attack on the ground that any such system is unlawful 
because unfair or unreasonable. Provision should be made for volun- 
tary adoption by conferences of such uniform shipper contract form 
as the Board may prescribe, within 6 months of the effective date 
thereof; otherwise, such conferences should be issued an order to show 
cause why their agreements should not be disapproved. 

Complainants, and the Board on its own motion, may initiate pro- 
ceedings under section 22 of the Shipping Act, 1916, for the determi- 
nation whether any particular existing system is violative of the law 
and, if so, whether and to what extent it should be modified or dis- 
approved. The availability of such relief in any particular case, and 
the fact that most of these presently existing systems have been in 
effect for long periods of time, lead us to believe that they should be 
permitted to continue in existence. Of course, we are basing this be- 
lief on the premise that whatever new legislation emerges from the 
Congress’ current consideration of this subject will neither prohibit 
the use of the contract rate system nor radically alter its present form. 

2. All conferences and nonconference berth services should be re- 
quired to file their rates with the Federal Maritime Board 90 days in 
advance of their effective date. At present, outbound conferences 
and nonconference berth services, and inbound conferences, are re- 
quired to file their rates 30 days after their effective date. Independ- 
ent berth services in the trades inbound to the United States are not 
required at all to file their tariffs. This requirement is not statutory 
but administrative, and was imposed pursuant to section 19, Merchant 
Marine Act, 1920, docket 128, section 19 Investigation, 1 U.S.S.B.B. 
470 (1935). Such post facto filing makes it difficult for shippers and 
for the Board to know at any given time what rates are applicable, 
for the conference is free to change its rates from day to day, so long 
as it remembers within 30 days after each change to amend its tariff. 

Advance filing and the resulting publicity of rates is desirable in 
order to enable the public and the Federal Maritime Board and other 
interested Government agencies to keep abreast of rate changes, and 
in order to impose a slight braking effect upon too drastic or frequent 
rate changes. Accordingly, we recommend that all carriers—con- 
ferences and nonconference lines—be required to file their rates with 
the Federal Maritime Board 90 days in advance of their effective date 
and to abide by these rates. 

Many conferences already have provisions in their basic agreements 
or in their shipper exclusive patronage agreements requiring substan- 
tial advance notice of rate increases. Of 63 conferences using con- 
tract rate systems, 7 are obliged under their shipper agreements to 
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give 90 days’ notice, 1 to give 75 days’ notice, 47 to give 60 days’ 
notice, and 4 to give 45 days’ notice. An appropriate provision 
should be made for filing on less than 90 days’ notice upon a showing 
of good cause, and appropriate sanctions should be provided for the 
carriage of cargo covered by the tariff at other than the properly filed 
tariff rates. Rate reductions, however, should be effective immed. 
iately, provided that the carriers notify the public by all feasible 
means, including publication in trade papers, as soon as possible, 

Certain commodities, particularly the bulk commodities, are cus. 
tomarily sarried by conference members under so-called open rates, 
that is, the rates on such commodities are left to the individual man- 
agerial discretion of each member and may vary from day to day. 
It is necessary that this flexibility be retained in the case of the ones 

rated bulk commodities, sinc e it is these commodities which are ear- 
ried by berth operators in direct competition with tramps. If the 
berth carriers are to secure any of these bulk commodities—and in 
the postwar years they have relied heavily on such commodities to 
fill out their ships—they must be free to quote rates competitive with 
those of the tramp ships, and this means that they must have con- 
siderable flexibility and freedom to fix rates responsive to the variable 
tramp rates. An advance-filing requirement would impede this 
necessary flexibility. Consequently, it is recommended that the ad- 
vance-filing requirement should not apply to the rates applicable to 
bulk commodities. The Board should be vested with power to de- 
clare, by appropriate rule or regulation, which commodities need not 
be governed by advance-filed tariff rates, and under what. conditions, 

In this connection, we also recommend that conferences and non- 
conference berth services be required upon request to furnish copies 
of their tariffs for a reasonable fee to cover the cost of printing, mail- 
ing, and clerical work. A number of complaints have been made 
from time to time to the Board by shippers, many of them located at 
inland points, asserting that the conduct of their business would be 
facilitated by a greater familiarity with freight rates and tariff strue- 
tures and the opportunity to anticipate shipping costs with more cer- 
tainty. Shippers are entitled to know that they are being correctly 
charged, and what their competitiors are paying. 

3. The rates duly filed by a conference or “nonconference berth 
service shall be the only rates charged. Appropriate remedies should 
be provided for violations of this re quirement. At present, a shipper 
is entitled to recover damages only if he is able to prove (1) that he 
has been charged a rate higher than that charged a competitive ship- 
per, and (2) the discrimination has resulted in actual loss to the 
complaining shipper. Thus, a shipper is without recourse even where 
a carrier charges him a rate much higher than the tariff rate, unless 
that shipper can show that a competitive shipper was charged a lower 
rate at the same time. This is always difficult, and often ‘impossible, 
for a shipper to prove. The shipper has further the requirement of 
showing that as a result of the lower charge to his competitor, he has 
suffered some provable loss other than merely the difference between 
the rate he is charged and the lower rate charged his competitor. 

Even in cases where only one shipper is involved, that is, where there 
is no element of discrimination as between competitive shippers, we 
suggest that all carriers should be required to charge no more and no 
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less than the tariff rate. A shipper bargains and sells his merchandise 
jn reliance upon what he understands to be the cost of delivering 
that mechandise to the buyer, and carriers ought not to be free to de- 
part from the currently effective rate without being liable for doing 
so. Under present law, however, a carrier could charge a shipper ten- 
fold the tariff rate, and, if no other shipper were more favorably 
treated, the carrier would not be liable under the Shipping Act no 
matter how harmful the effect of his action has been upon the shipper. 

It is suggested, therefore, that no common carrier shall demand, 
charge, or collect any rate or charge for the transportation of prop- 
erty which is greater or less or different than the applicable rate or 
charge established and in effect for such transportation on the line 
of such carrier. Where a carrier charges a shipper more than that 
rate, the shipper should, without proving more than the fact of such 
overcharge, be entitled to recover the amount of the overcharge by way 
of reparations. Where a carrier charges a shipper less than that rate, 
the present provisions of section 16, second, of the Shipping Act 
would make the carrier liable for dishonestly allowing a shipper to be 
undercharged; in cases where no culnable intent exists, the carrier 
should be required to recover from the shipper the amount of the over- 
charge. 

4, There should be no legislation regulating the level of rates in 
foreign commerce. Any legislation pointed to rate fixing involves 
two basic problems. In the first place, a standard must be established 
which will specify what is a “proper” rate. And in the second place, 
the statute would have to establish some sanction which can be brought 
to bear against carriers who charge other than a “proper” rate. 

Dealing with the first problem, it becomes immediately apparent 
that the establishment of a standard of legality for ocean rates is an 
enormously difficult task. In domestic commerce, the standard gen- 
erally is related more or less directly to the cost to the carrier of fur- 
nishing the service and a fair return on his capital investment or “rate 
base.” The traditional cost approach to ratemaking, however, breaks 
down when one seeks to apply it to ocean foreign commerce. The 
costs of foreign-flag lines are not available to agencies of the Govern- 
ment of the United States which have legal process only within the 
United States. Our experience has been that most foreign- 
flag lines are very secretive about their costs; but even if foreign- 
flag carriers were willing to furnish us with cost details, this Govern- 
ment would still have no way to check whether the costs given to us 
are a true or complete picture of the facts. It would be impossible, 
for example, for us to audit the books of a carrier whose home office is 
in some city of Europe or Asia. The problem of securing such cost 
information in a form suitable for admission in evidence seems to be 
an insoluble one. 

Even more insoluble would be the matter of arriving at the capital 
investment as a rate base for foreign-flag lines. Many of these lines 
run services around the world or to and from areas of which their 
US. services are merely a leg or segment in their complete 
operation. Others run services in the U.S. foreign trade but also run 
other services which do not even touch at a U.S. port; their ships are 
shifted from one service to another as time and circumstance dictates. 
Even assuming that their capital investment could be obtained (a 
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highly improbable assumption) how would the allocation of a portion 
of the cost to the U.S. service be made and how could the correctness 
of this ever be checked ? 

We have given some thought to the alternative of fixing the reagop. 
ableness of rates in relation to the costs of American-flag carriers 
alone, which costs, unlike those of foreign-flag carriers, would acty- 
ally be available to us and could be audited for their completeness and 
accuracy, though this would involve a huge job. However, there are 
some conferences which have no American-flag members and there 
would, in the case of such conferences, be no line in the trade whose 
costs could be taken as a standard. More fundamentally, it is ou 
belief that fixing the rates of a heterogeneous group of carriers, each 
of whom is likely to have capital and operating costs quite different 
from those of the others, in terms of the costs of a single line of a par- 
ticular nationality may be repugnant to the Constitution. It isa 
serious question whether this Government can lawfully limit carriers 
of other nationalities to the charging of rates fixed in contemplation 
of cost standards applicable to vessels of U.S. registry. We are satis. 
fied, after devoting considerable thought to the question, that the 
standard of legality of rates in foreign commerce cannot feasibly be 
tied to any of the traditional cost-based concepts of ratemaking fol- 
lowed in domestic ratefixing. 

The problems inherent in attempting to legislate rate control over 
ocean transportation in foreign commerce are not confined to the 
fixing of a proper standard of rate levels. There is a further prob- 
lem of imposing sanctions on carriers who violate such a rate stand- 
ard. Any governmental action which would result in reducing the 
legitimate competitive opportunities of a carrier of another nation 
would almost certainly cause international discord and would raise 
serious questions as to whether such action was violative of our many 
treaties of friendship and commerce. 

Perhaps the greatest obstacle to Government rate control is the 
danger of conflicting jurisdiction. Every shipment in foreign trade 
begins within the territorial jurisdiction of one nation and ends within 
the jurisdiction of another. Both possess the equal right to pre 
scribe or control the freight rates for the shipment. However, should 
both countries choose to exercise this right, conflicting regulations 
could result which would hamper trade or make it practically in- 
possible to carry on. 

If the United States starts to follow this course, it is virtually 
certain that other countries will follow. Some will prescribe freight 
rates to aid their economy regardless of the cost or impact on the 
carrier. Others will have their own merchant marines in mind. 
The varying motives behind the prescription of freight rates would 
most certainly handicap the free exchange of goods and lead to gov- 
ernmental policies which will discriminate against American mer- 
chants and carriers. 

We have mentioned these considerations primarily in relation to 
the problem of fixing or regulating conference rates. They apply 
as well to any attempt to regulate the rates of nonconference inde 


pendent lines. Such lines are substantially free under the Shipping | 


Act to fix whatever rates they deem appropriate, and the act leaves 
such lines free of even the limited regulation imposed on conferences 
by virtue of section 15. Because of the fact that nonconference lines 
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are likely to be less regular and permanent in their operations, they 
are less amenable even than conferences to rate regulation. However, 
the Board should be given the same authority over nonconference 
lines that it is given over conference lines. 

5. The Board should be given the express power to make all rules 
and regulations necessary for the am sah of its duties under 
the Shipping Act. It is the position of the Federal Maritime Board 
that it has been implicitly vested with the power to promulgate rules 
and regulations as a necessary adjunct to its explicit powers under 
the Shipping Act, 1916, and there is persuasive judicial authority to 
sustain this position. However, it has been our experience that, in 
some rulemaking proceedings inaugurated by the Board, the Board’s 
power to promulgate rules is challenged, notwithstanding the legal 
authority to the contrary. 

These challenges are predicated on the absence of any express grant 
of any rulemaking power within the Shipping Act itself. In order 
to put an end to such challenges and the resulting litigation, and to 
remove all doubt as to the existence of such power, it is recommended 
that the Shipping Act be clarified so as to make express what has 
hitherto been only implied, by including a provision expressly vesting 
the Board with the power to adopt all rules and regulations deemed 
necessary by the Board in the discharge of the responsibilities vested 
in it by the Shipping Act, 1916, with respect to the regulation of both 
conference and nonconference lines. Such rulemaking authority 
would be desirable also to clarify and strengthen the Board’s power 
to prescribe uniform and fair shipper contracts and conference 
agreements. 

6. The Board’s powers under section 15 of the Shipping Act should 
be clarified so as expressly to authorize the Board to order persons 
subject to its jurisdiction to cease and desist from taking any chal- 
lenged action in concert pending the Board’s final action in the prem- 
ises. In cases where there is a prima facie showing that a conference 
or other concerted action is unlawful under section 15 the Board 
should be given express power upon complaint or upon its own motion 
to enter a cease-and-desist order against the carriers and/or other 
persons subject to the act restraining the apparently unlawful 
action pending full hearing and final determination of the matter by 
the Board. In cases where there is reason to believe that a violation 
of section 15 is taking place, or is about to take place, the public 
interest would be served if the Board could, in the manner of a court 
of equity, enter an interlocutory order on reasonable notice to the 
respondents preserving or restoring the status quo pending the com- 
pletion of the full course of administrative procedure. Such orders 
should be enforcible upon application by the Board to an appropri- 
ately situated U.S. court of appeals. 

7. The reference in section 15 to “every agreement” requires clari- 
fication. Section 15 requires every common carrier by water, or other 
person subject to the act, to file immediately with the Board a true 
copy or a true and complete memorandum of every agreement with 
another such carrier or person. Once the Board has approved such 
an agreement, the parties to it may lawfully carry it out. It is not 
always easy to tell, however, which concerted actions by carriers and 
other persons fall within the scope of an approved agreement, and 
which fall outside of such scope and are thus separate agreements re- 
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quiring separate approval. A literal reading would require that every 
agreement between carriers which has a section 15 connotation receive 
Board approval. This could even include every rate change and eve 
other routine, day-to- -day transaction and, in our opinion, would result 
in delays and inconvenience to both carriers and shippers without off- 
setting public benefit. Section 15 needs clarification to enable persons 
to distinguish more definitely between agreements requiring section 15 
approval and routine transactions taken pursuant to such agreements 
and not requiring separate approval. If the committee so desires, the 
Board would be pleased to suggest appropriate language to correct 
this problem. 

The CuHamman. That is a fine statement, Mr. Morse. 

The members of this subcommittee and I have listened to all these 
hearings, and you have well summed them up. 

Mr. Morse. Thank you, sir. 

The Cuarrman. Mr. Tollefson. 

Mr. Totierson. I have no particular questions except to say that 
after all these hearings we are now getting down to the meat of the 
coconut. 

I have only one further step that I would like to see you take. That 
is, to submit suggested language for the : amendments. 

Mr. Morse. We will be happy to do that, sir. 

Mr. Totierson. That is all, Mr. C hairman, 

The Cuamman. Mr. Garmatz. 

Mr. Garmatz. I have no questions, Mr. Chairman. 

The Cuarrman. Mr. Mailliard. 

Mr. Maruiarp. Yes, Mr. Chairman. 

Mr. Morse, one thing occurred to me in listening to your statement. 

Where you suggest that there be rather rigid ‘Tequirements about 
adhering to tariffs, what would ae to current practices, such as 
project “rates, for example? Would you make some provision for 
that or would you have to apply tariffs even when special circumstances 
existed ? 

Mr. Morse. I think there should be provision to permit project rates 
and that could be covered either in the tariffs hannaaiten or in the 
regulations which the Board could and would adopt. 

Mr. Matriiarp. I am not too familiar with the practices but I 
imagine that the conferences probably might make some arrange 
ments with, let us say, MSTS that might not be precisely in accord 
with the usual tariffs. 

Mr. Morse. Mr. Aptaker calls to my attention that the Interstate 
Commerce Commission Act now contains authorization for rates more 
favorable to the Government on the shipments and a provision of that 
sort could be covered in the legislation if it is deemed necessary. 

Mr. Marmuarp. This just raises the question that you urge, and I 
think entirely correctly so, that we try not to get the law too compli- 
cated and yet immediately when you try to think of actual practice, 
these things that have to be provided for pop into mind. 

I would agree with Mr. Tollefson that some help from your legal 
lights over there in draftsmanship would certainly be valuable to the 
committee. 

Mr. Morse. I am sure there would be a considerable school of 
thought that would say that the Government should not be entitled 
to more favorable rates than anyone else. 
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Mr. Matiu1arp. That, of course, raises the question of public policy 
where we have been making pretty strenuous efforts to get the Gov- 
ernment to use commercial facilities to the maximum possible amount. 

I suspect that, if you do not make some concessions so that it 1s 
sufficiently cheaper for the Government to operate its own facilities, 


‘ that we are going to run contrary to that policy. 


Mr. Morse. Something analogous would be the matter of the big 
shippers with relation to the small shippers. Should a big shipper, 
since he has a tremendous volume, be given a more favorable rate 
than the little one? It isa question of degree. 

Mr. Marxurarp. I agree, but, when you get to the size of the opera- 
tion of the U.S. Government, you might get to the point where a 
shipper might be so big that it might be worth operating his own 
shipping line. 

Mr. Morse. I will be glad to check it out, but it is my belief that 
the usual practice is to give the Government contract rates, the tariff 
rate. Although it is not required that the Government be signatory 
to a shipper’s agreement, they get the lower of the quoted rates. 

Mr. Marwiiarp. One of your recommendations in your statement 
would stop that. 

One of the suggestions you made was that a nonsigner not be 

ermitted contract rates. 

Mr. Morse. That is right. 

Mr. MarLuiArp. So that, maybean exception in the case of the Gov- 
ernment would be necessary ? 

Mr. Morse. I think an exception would have to be made in favor of 
the Government because, customarily, the Government always refuses 
tosign special contracts of that nature. 

That is true not only of the Government but all foreign governments 
refuse to sign shippers’ agreements. 

Mr. Marmu1arp. That is all I have, Mr. Chairman. 

The CuarrmMan. Mr. Downing. 

Mr. Down1na. This is an excellent statement, Mr. Morse. 

Mr. Morse. Thank you very much. 

Mr. Downrna. Tell me, do you contemplate any changes within 
the Federal Maritime Board, such as enlargement of personnel and so 
forth, to prevent these delays that occur ? 

Mr. Morse. I am not sure of what delays you are referring to, but 
we do contemplate additions in our Office of Regulation. In our 1960 
budget we have received authorization and appropriations to make 
some additions in that office. We are planning to build it up so that 
we can provide a better regulatory activity. 

Mr. Downina. Earlier in the hearings, I believe that you were 
stationing additional personnel in such places as San Francisco, New 
Orleans, and New York. 

Mr. Morse. Yes, sir. We have named a man to San Francisco and 
to New Orleans now. The man selected for New York has yet to be 
selected. 

Mr. Downrna. In your opinion, are the hearings before the Board 
slow or do they progress normally and as expeditiously as possible? 
I know they progress as expeditiously as possible but it seems to me 
that a hearing that goes 4 or 5 years is unreasonably long. I may be 


ed | wrong in that. 
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Mr. Morsr. I would say that any ow that proceeded 4 or 5 years 
is unduly delayed and I would think that that would be quite the @Xcep- 
tion in the proceedings before our Board. 

I agree in principle that all these matters should be handled prompt. 
ly. That is one reason we are putting these men out in the field because 
we think that the man on the spot can put out a brush fire more quick] 
than would be the case when it builds up and has to go through the 
regulatory procedure. 

I will make a voluntary statement. I think that the proceedings 
before our Board are not any more delayed or drawn out than before 
the other regulatory agencies, but I agree that they take too long ip 
a 

y the way, I have a paper on my desk right now which was sent 
to me by some administrative law association, whose name I for 
enclosing a copy of a speech before that organization by a judge who 
commented on the delays in administrative practice and suggested 
a number of reforms. 

I have it on my desk for the specific purpose of calling it to the 
attention of appropriate people in our organization to take a more 
careful look at our own practices to see if we can expedite it. 

Mr. Downine. Thank you, sir. 

The Cuarrman. Mr. Glenn. 

Mr. Guienn. Mr. Morse, following Mr. Downing’s questions, do you 
think there could be more of a decentralization of your Board to these 
branches so that even the formal hearings could be held in New York, 
New Orleans, and the other branches that you mentioned? 

Mr. Morse. I do not think that a single individual of the character 
that we have in mind should be the man to hear these regulatory 
hearings. These men are more for the purpose of liaison between 
carriers and shippers. 

Insofar as conducting hearings in New York or wherever you wish, 
our examiners frequently go to San Francisco, New Orleans, and 
elsewhere for the purpose of conducting hearings for the convenience 
of the witnesses. 

Mr. Guienn. They work out of the Washington office and go there 


as hearings officers and then make their report back with recom- | 


mendations? 
Mr. Morse. Yes, sir. _ 
Mr. Guienn. Would it be possible to have some authority in these 


branches that could hear and make the decision at the same time, | 


and save time, and get a quicker disposition of the matters before 
the Board ? 
Mr. Morse. If I understand you, you mean to make a final decision! 
Mr. Guenn. Yes. 


Mr. Morse. I think that would not be permitted under the Ad- | 


ministrative Procedure Act. 
Mr. Gienn. Could we have an administrative act legislated that 
would only apply to the Maritime Board in the hearing of its cases! 
Mr. Morse. I would have doubts as to the desirability of such 4 
procedure, if I understand what you have in mind. 
Under the present system, the hearing examiner hears the wit 
nesses and drafts a recommended decision. Now, if there are no 
exceptions or, in effect, an appeal taken from that recommended de- 
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cision, it is adopted more or less automaticalky by the Board so that 
there is little or no delay involved, but, if there are exceptions taken 
to the recommended decision, I think those parties are entitled to an 
appeal, in effect, to a hearing before the Board itself, and I think 
that opportunity of an appeal should not be forbidden as it would 
be, if I understand, in your suggestion. 

Mr. Gutenn. The reason I make that suggestion is because of the 
statement you made on page 23, relating to injunctive orders and 
other such, that “such orders should be enforceable upon applica- 
tion by the Board to an appropriately situated U.S. Court of Ap- 
peals,” and I suppose you mean by that that you want some court of 
appeals specifically designated in a given location to hear this in- 
junctive relief which the Board may seek from some of these prac- 
tices. 

Mr. Morse. That, I think, is the usual procedure in seeking in- 
junctive relief by all of the regulatory agencies. 

Mr. GLENN. I| have one more question. 

Of course, under your proposals, the Board will have much more 
supervision of the conferences and conference systems than it has 
now. What do you think of this testimony which we have had, and 
which has actually gone on, of conferences getting together and hav- 
ing a superconference. For instance, the East Coast Conferences 
have an agreement with the West Coast Conferences on the fixing of 
rates on each coast. 

Would you approve of that or do you think there should be some- 
thing said about it and corrections made, or do you think the practice 
is proper ? 

Mr. Morss. The Board has heretofore approved that superconfer- 
ence. I think that, in light of the testimony which has been presented 
to this committee, it would be worthwhile taking another look at it. 
There are pros and cons to all of these things. The problem is to 
resolve it to the best interest of the commerce of the United States. 

At the time when the Board acted on that so-called superconference, 
Iam sure the Board then felt, on the material they had before them, 
that it was advantageous to approve it. 

Mr. Guenn. Thank you. 

That is all, Mr. Chairman. 

The CHarrman. Mr. Johnson. 

Mr. Jounson. Mr. Morse, could you give us a suggested uniform 


shipper’s agreement that you feel embodies the provisions which you 
have outlined ? 


Mr. Morse. Certainly. 

Mr. Jounson. Could that be made available by the close of our 
presentation ? ; 

Mr. Morse. Oh, yes. 

Mr. Jounson. If and when legislation is introduced, will you be in 


a position to supply us with a uniform basic conference agreement as 
suggested ? 


Mr. Morsr. Yes, sir. 

Now, you appreciate that what we contemplate would be a rule- 
making procedure which means that we would publish this proposal 
in the Federal Register and give all interested parties an opportunity 
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to present their views before the Board adopts these documents ag 
final. 
(The document referred to follows :) 


(Address) 


SHIPPER’S RATE AGREEMENT 
Contract No, —~ 


Tu1s AGREEMENT entered into this day of 19 , between (name of 
shipper), hereinafter called the Shipper, and the member lines of the (name of 
conference), hereinafter called the Carriers, for the reasonable stabilization 
of rates and practices and for the better development of the foreign maritime 
commerce of the United States pursuant to and according to the U.S. Shipping 
Act, 1916, as amended, 

WITNESSETH : 

1. The Shipper agrees to ship or to cause to be shipped by vessels of the 
Carriers all shipments with respect to which he holds control over the ocean 
routing, as well as all shipments with respect to which the ocean routing is 
controlled by any parent, subsidiary or affiliated, or associated company which 
is named below and over which the Shipper has control, from (name ports or 
range or countries in which ports are located) to (name ports or range or coun- 
tries in which ports are located), served by the Carriers, 

2. The Carriers agree to maintain adequate shipping service in the trade 
covered by this contract and to transport all shipments that the Shipper shall 
tender for shipment under this contract according to sailing schedules, notices 
and advices published and available to the Shipper from time to time, and at 
the contract rates and at such additional handling and accessorial charges as 
shown in the applicable tariff of the (name of conference). Should the Shipper, 
after following the procedure specified in paragraph 6, be unable to effect delivery 
of his shipment by reason of the failure of the Carriers to furnish space, within 
a reasonable time, following tender to the Carriers for shipment, the Shipper 
may recover damages therefor pursuant to the provisions of paragraph 13 
hereof. 

3. The Shipper agrees that he will not permit his name as the Shipper to be 
placed on any bill of lading covering a shipment(s) with respect to which he, 
or a parent, subsidiary or affiliated, or associated company named below, does 
not have control over the ocean routing. The Shipper understands that the ship 
ment, in his name at contract rates, of any shipment under circumstances pro- 
hibited by this provision, may be in violation of section 16 of the Shipping Act, 
1916, as amended. 

4. The Shipper agrees not to make any shipments hereunder for the benefit 
of any other Shipper or interest not a party to this contract or a contract sub- 
stantially in this form with the undersigned Carriers except a parent, subsidiary 
or affiliated, or associated company under his control and named below; and 
agrees also not to ship any commodities covered by this contract by a carrier not 
a party to this contract, except as provided in paragraphs 2 and 6 hereof. 

In order to protect the parties against evasion of this contract, the Shipper 
agrees to advise the conference at the time of execution hereof of the names of 
all consignees to which it expects to ship goods during the term of the contract, 
and to declare whether, in the case of shipments to each such consignee, it will 
be the practice of the Shipper to retain the control of the routing of such ship 
ments or to vest the same in the consignee. The same declaration shall be made 
as to shipments consigned to each new consignee not named at the time of the 
execution of this contract. No liability shall attach to the Shipper for depart- 
ing from the declared practice with respect to control of routing as to any par- 
ticular consignee; but the said practice having once been changed, it shall 
constitute a breach of this contract for the Shipper to revert to the original 
practice. 

5. The Shipper shall not ship via the Carriers at rates of freight lower than 
the contract rates nor shall he accept any return and/or rebate and/or com- 
mission of whatsoever nature except as may be published in the applicable 
conference tariff. 
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g, Arrangements for the actual carriage of the shipments covered by this 
contract are to be individual with the Carrier specially agreeing to transport 
the same and not with the Carriers generally. The Shipper agrees to make 
application to one or more of the undersigned Carriers for space as early as 
reasonably practicable before the sailing date desired by him for the particular 
shipment. If the space applied for is not thereby promptly secured, then the 
Shipper shall apply to the conference office for its aid in securing said space, 
and if after three (3) business days following such application none of the Con- 
ference Carriers indicates ability to provide the Shipper space in a vessel sched- 
uled to sail within fifteen (15) days of the indicated desired time, the Shipper 
shall then be free to secure space for that shipment elsewhere without prejudice 
to this contract. 

7. The Carriers agree, upon request and free or subject to a reasonable charge 
to cover cost of printing and mailing, to furnish to the Shipper a copy of the 
applicable conference tariff, together with a copy of each correction and supple 
ment thereto and reissue thereof. 

8 (a) Said contract rates may be reduced by the Carriers from time to time 
and, in such event, the Shipper shall have the benefit of such reduction as long 
as it remains in effect. Prompt notice of any such reduction shall be furnished 
the Shipper. 

(b) if the carriers desire to increase said rates, they shall give the Shipper 
written notice of the proposed increase and the effective date thereof which date 
shall be not less than 90 days subsequent to the giving of said notice. 

9 (a) Any additional Carriers which shall become members of said confer- 
ence shall thereupon automatically become parties to this contract and the Ship 
per shall have thereupon the right to avail of their services under this contract. 
Any Carrier which for any reason ceases to be a member of the conference 
shall not, from and after the date of termination of membership, be a party to 
or participate in this contract. 

(b) The secretary and/or the chairman of the conference shali notify the 
Shipper promptly by mail of the effective date of admission of any new carrier 
to conference membership, as well as the effective date that a Carrier shall 
cease to be a member of the conference. 

10 (a) All shipments contemplated, tendered or made under this contract 
shall be governed by the provisions of the applicable conference tariff and per- 
mits, dock receipts, bills of lading, and other shipping documents regularly in 
use by the individual Carrier when shipment is tendered, but nothing in said 
tariff or documents shall be applied or permitted to alter this contract. 

(b) Receipt and carriage of dangerous, hazardous, or obnoxious commodities 
shall be subject to the facilities and requirements of the individual Carriers, and 
local laws and regulations. 

11. For any violation of this contract, by either the Carriers or the Shipper, 
the party aggrieved shall be entitled to recover the actual damages thereby 
sustained, and any dispute resulting therefrom shall be governed by the pro- 
cedure set forth in paragraph 13 hereof. In addition to any other remedy herem 
provided the Carriers shall be entitled to cancel this contract if the Shipper 
shall have been guilty of two violations hereof, and may decline to enter into 
any new contract with the Shipper for a period of six months after such can- 
cellation. 

12. The Shipper expressly consents to furnish to the Carriers at their request 
full and complete information with rsepect to any shipment made, or caused to 
be made, by the Shipper in the trade covered by this contract. 

138. In case a dispute arises under this contract, the Shipper and Carriers 
hereby agree to submit the matter to arbitration at ___.__._____, in preference 
to resorting to court proceedings, unless the subject matter shall be subject to 
the jurisdiction of an administrative body established by law. In event of ar- 
bitration, the agreement therefor shall provide that each side appoint an arbi- 
trator and that the two so chosen shall select a third arbitrator; also, that the 
parties to the dispute shall make available to said arbitration committee all 
information and data requested by it in connection with the subject matter in 
dispute; and that the decision in writing of two or more members of said com- 
nittee of three acting jointly throughout the arbitration shall be binding on the 
respective parties. Any award of damages by the arbitration committee shall 
be in accordance with the terms of this contract. The enforcement, vacation, 
modification, or correction of the award of the arbitrators shall be governed by 
the provisions of the Arbitration Act, 9 U.S.C. sections 1 to 14, inclusive. 
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14. In the event of force majeure, war, hostilities, or warlike operations, 
blockades, embargoes, labor disputes, regulations of governmental authorities, 
or persons purporting to act as governmental authorities, or other official inter. 
ference which affect or, in the judgment of the Carriers threaten to affect their 
operation in the trade covered by this contract, then the Carriers or any one 
or more of them may at its or their option cancel its or their participation in 
this contract by giving written notice thereof to the Shipper, and the Shipper 
shall have the same right in case of impossibility or frustration of intended 
shipments by any of said causes. Neither the Carriers nor the Shipper shall be 
liable to the other for any loss or damage thereby caused or occasioned. 

15. If this contract has not been terminated by virtue of any other article 
herein, it may be canceled by either party giving to the other 90 days’ written 
notice of intention to terminate the same. 

16. The Shipper will indicate for the information of the Carriers, the approxi- 
mate annual tonnage to be moved under this contract: Minimum tonnage (in 
number of tons of 2,000 pounds or units of 40 cubic feet) ; maximum tonnage (in 
number of tons of 2,000 pounds or units of 40 cubic feet). 


Carriers: 
(List Names of Carriers Here) 


Signature for and on behalf of the carriers: 


Shipper : 


(City, postal zone, and State) 


Mr. Jounson. In the hearings, it seems that the breakdown of the 
present conference system is contributed to, to a great extent, by the 
so-called f.o.b./f.a.s. shipments. 

I have followed very closely what you have suggested which is what 
I believe you term the middle of the road plan, but does that really 
give very much relief to this great controversy ? 

Mr. Morse. If you are looking solely to the interest of the confer- 
ence lines, you would approve a deferred rebate and you would ap- 
prove a shipper’s agreement which spelled out that all sales, irrespec- 
tive of whether f.o.b., f.a.s., or c. & f./c.i.f. would have to be covered 
under the conference agreement. If you are looking solely to the 
conference lines you would go that far. I do not think that is fair 
to the shippers. 

Mr. JouHnson. But a deferred rebate plan would definitely eliminate 
this so-called problem, would it not, with the f.o.b./f.a.s. shipments! 

Mr. Morsg. No. No. Fundamentally, the f.o.b./f.a.s. problem 
turns on who controls the routing. The usual shipper’s agreement 
says, “Every shipment made by the signatory”—phraseology of that 
character—and the problem is do the words “every shipment” mean 
every shipment controlled by the signatory or do they mean when 
they say “every shipment” to include shipments on which the signa- 
— no longer controls the routing ? 

am perfectly satisfied that the phrase “every shipment” was 
intended only to cover those shipments where the control of the rout- 
ing was vested in the signatory. 
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Mr. Jounson. While we are speaking of deferred rebates, what 
significance do you place on the position taken, say, by Japan now 
following England in permitting the deferred rebates? 

Mr. Morse. No great significance. Before World War II, the 
Japanese did permit deferred rebates. The law was changed around 
1951 or 1952 when they enacted a law which is based fundamentally 
on our 1916 act. They, for their own reasons, I suppose primarily 
competitive reasons, feel it more advantageous to them to go to the 
deferred rebate system. 

Mr. Jounson. Does it place our American-flag ships under any 
disadvantage when we, of course, do not permit the deferred rebates 
and now the Japanese and the British are permitting them? 

Mr. Morse. The deferred rebate, if it was attempted to be em- 
ployed in trade to or from the United States, would be illegal under 
our law so that, if it was a Japanese line or an English line or an 
American line, it would be a violation of our statute. So that, I would 
assume that certainly a Japanese line, for example, or an English 
line, would not dare openly to provide a deferred rebate system 
in trading to the United States because it would be illegal under our 
law and we would punish them under our law. But when you talk 
about trading from Japan to England, for example, there is nothing 
in our law which would prevent an American-flag line from adopting 
a deferred rebate system in that trade. 

Mr. Jonnson. Mr. Morse, how do you account for the fact that 
in the recent reports of the Department of Commerce our American- 
flag vessels are now carrying in foreign commerce only 8 percent of 
the total foreign commerce where 10 years ago it was substantially 
more and 20 years ago it was 40 to 50 percent. 

Mr. Morss. We have to break this down between liner-type cargo 
and nonliner types of cargo. In the liner types of cargo, we are still 
carrying in the neighborhood of 36 or 37 percent of all inbound and 
outbound movements of liner cargoes. It is in the bulk ore and the 
oil trades where a very substantial portion is being carried in foreign- 
flag vessels, particularly in the bulk ore trades, with little or no bulk 
ore movement being carried in American-flag vessels which distorts 
the picture. 

The second factor is that post-World War II, the American owners 
operated proportionately a substantially greater number of vessels 
trading to and from the United States than they do today because 
most of the foreign-flag fleets were decimated during the war. That 
is a distorted picture. 

. JOHNSON. Yet there has been a decline, even under the per- 
mitted conference system with the tie-in, in our general shipping 
under the American flag. 

Mr. Morse. Not substantially in the liner trades. 

Mr. Jounson. There has not? 

Mr. Morse. No, sir. Our American-flag liners are carrying a 
greater volume of cargo tonnage than they have ever carried even 
though the percentage is slightly less than it was a few years ago. 

Mr. Jounson. Mr. Morse, what, in your opinion, would be the im- 
pact on our merchant marine if Congress failed to pass legislation at 
the next Congress authorizing the conference system with the tie-in? 
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Mr. Morse. My personal view is that it would be adverse not only 
to the import and export commerce but also adverse to the American- 
flag merchant marine because of my personal view that without con- 
ferences there would be rate wars which would not benefit anyone. 

Mr. Jounson. Of course, you know that recently we have had a 
rate war in one of the conferences which serves the Calcutta ports, 
You are familiar with that rate war, are you not ? 

Mr. Morse. I am familiar with the fact that several of the lines 
have given notice that they are going to withdraw from the confer- 
ence, yes, sir. 

Mr. Jounson. There has been a rate cutting within the conference, 
That is true, is it not ? 

Mr. Morse. Certainly, it is true that it has been alleged that there 
has been. 

Mr. Jonnson. So that, the conference system alone does not entirely 
prevent rate wars. 

Mr. Morse. No, not entirely. That is partly a matter of self- 
policing within any given conference. 

If there are some bad actors in a given conference, they will have 
trouble, but that again can be self-policed if the conference really 
wants to do so. 

Mr. Jounson. I have one further question. 

Mr. Morse. For example, just to carry that out a little further, in 
one or two conferences trading to Japan, there were complaints made 
that some of the lines were giving illegal rebates or some other lan- 
guage, diverted cargoes improperly to several of the lines. They set 
up a committee voluntarily, a policing committee, from an outside 
source to check on all of the lines to see that they were living up to 
the conference rules and regulations. 

Now, that sort of thing could be adopted by this Calcutta confer- 
ence if they wished to do so. 

Mr. Jonnson. Do I understand that you plan to enlarge the person- 
nel specifically to make available more representatives to handle com- 
plaints that are made to the Maritime Board particularly on the 
west coast ? 

Mr. Morse. Yes, sir. That is San Francisco, New Orleans, and 
New York. 

Mr. Jonnson. I have no further questions. 

The Cuatrman. Mr. Morse, on page 7, you say : 

Among other things, the shipper exclusive patronage agreement should in- 
clude unambiguous language specifying whether and to what extent it governs 
shipments as to which the consignee, rather than the consignor, has the right 
to choose the carrier. 


And so forth. 

Then on page 10, you say : 

Thus, if the shipper has had control of the ocean routing in the case of past 
sales to a particular consignee, he perhaps should be required to continue to 
follow the same practice in all subsequent sales to that consignee. The shipper 
may alter this practice once without liability, but having changed once, he may 
not change back again. 


Let me hear you on that. 

Mr. Morse. This suggestion is very similar to the suggestion made 
by the Commerce and Industry Association of New York, who ap- 
peared before your committee. How that would work is that if I 
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were a Shipper to consignee X, and my normal practice for a period 
of time had been to sell on a basis in which I, as seller, retained the 
control of the routing. 

The Cuarrman. You are a contract signer. If you are a shipper 

ou are a contract signer ? 

Mr. Morse. Yes, I am a contract signer and the shipper. 

I would identify in the contract with the conference that I would 
retain the control of the routing. 

Now, a factual situation could exist during the period of the shipper’s 
contract in which consignee X would come to me and say, “I want to 
hereafter control the routing of my cargoes.” 

The suggestion we have made here is that I could then say to my 
buyer X— 

I agree to your request. I will discontinue the control of the routing and you 
in our dealings can hereafter have the control of the routing. 

So that I would then notify the conference that as to shipper X 
from this point forward I do not retain control of the routing. The 
control of the routing is vested in X. 

In such event X would no longer be entitled to receive the contract 
rate. He would get the noncontract rate if he shipped on a conference 
vessel but he would be free to ship nonconference without any penalty 
attaching to me because the shipment did not move on the conference 
vessel. 

The consignee X in that situation, if he wished to do so, could sign 
ashipper’s agreement and be entitled to the conference contract rate. 

The Cuarrman. Yousay: 

The shipper may alter this practice once without liability, but having changed 
once, he may not change back again. 

Mr. Morse. During the contract period. He should not be free to 
jump back and forth to suit himself. 

The Cuairman. I understand that, but you mean X then enters 
into an agreement that in all his business with the shipper that he on 
each specific shipment would designate the carrier ? 

Mr. Morsr. X, the buyer, would designate the carrier. 

The Cuarrman. What happens if he buys a shipment and does not 
designate the carrier? Then what happens? 

Mr. Morse. The control of the routing would no longer be vested 
in the contract signatory so the shipment should not receive the 
contract rate. 

The CuairmaNn. The shipper is the signatory to an agreement and 
this X does not specify in this particular shipment how it should go. 

Do you mean that the shipper in the first place says, “All my ship- 
ments will go so and so,” or “all my shipments will be designated 
hereafter.” That is understood ? 

Mr. Morse. Yes, sir. 

The Cuarrman. If he then were to purchase and did not designate, 
then the shipper would be bound by his contract, would he not? 

Mr. Morse. Let me put it in my language, Mr. Bonner, and see if I 
can explain it. 

The CuarrMan. I am interested in this point. 

Mr. Morse. Instead of using the buyer as X I will call Mr. Aptaker 
the foreign buyer and I am the seller in the United States. 
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The CuHatrman. You are a contract signer. 

Mr. Morse. I sign a contract with a conference in which I wil] 
identify Mr. Aptaker as being one of my customers and a customer 
with whom I normally retain the control of the routing. One week or 
one month goes by and Mr. Aptaker, for reasons of his own, says to 
me— 

I have a big purchase I want to make through you but I can get a better rate 
from a nonconference line. Therefore I will buy from you, Morse, only if I cay 
be permitted to ship nonconference. 

I say to him, “That is OK with me.” Then I go to the conference, 
Isay to Mr. Aptaker before I go to the conference— 

I have the freedom to state to the conference that this shipment I am going 
to make to you will go nonconference, that you will have the control of the 
routing, but, you understand, Mr. Aptaker, that I am free to make that change 
with the conference but having done so I cannot switch back again so that 
if you buy from me in the future you have to buy on the basis that you contro] 
the routing and therefore do not get the contract rate unless you sign a shipper’s 
agreement with the conference yourself. 


So then I go to the conference and say— 
Mr. Aptaker who has heretofore purchased on the basis that I, as seller, retain 


the control of the routing is now changing over so that he, Aptaker, will retain 
the control of the routing. 


The conference says— 


OK. That is permitted under your contract and we will so indicate on our list 
of shippers that all of our member lines have that, in all subsequent shipments 
made by you to Aptaker, Aptaker is the one who has the control of the routing. 

The Cuatrman. He then specifies the shipper? 

Mr. Morse. He would then have the freedom to specify any routing 
he wanted, either conference line or nonconference. 

The Cuarrman. He specifies that he wants to go on X line? 

Mr. Morse. Yes, sir. 

The CHairman. Now, he runs along a while and then he orders 
and does not make any specifications. 

Mr. Morse. I could ship it either conference or nonconference but 
the rate that would be charged by the conference line would be the 
noncontract rate. 

The Cuatrman. Are there any further questions? Mr. Zelenko. 

Mr. ZeLenxo. Mr. Morse, the reason for these hearings, of course, 
was the Supreme Court decision. You appeared here a number of 
times. We had the Department of Agriculture and we had the De- 
partment of Justice here once. The basis for the decision, of course, 
was supposed to be or is the fact that this conference and dual rate 
program was violative of the monopoly laws. 

Go ahead, Mr. Morse. I have not asked a question yet. 

Mr. Morse. It was violative of section 14 of the 1916 act. 

Mr. ZetenKo. Generally, that it was a monopoly. Of course, I dis- 
agree with the reasoning behind the decision, as I indicated at previous 
hearings. I could not disagree with the decision but I think you were 
here when we had the gentleman from the Department of Justice and 
I disagreed with the reasoning behind it. 

What I am interested in is this: There has been an overwhelming 
amount of evidence, and I do not mean by quantity but I mean by qual- 
ity of evidence generally, that a conference system and dual rate 
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stem apparently is necessary. I do not say that that is persuasive. 

am not ready to give a decision, but there has been an overwhelming 
amount of evidence and apparently it was summed up by you and as 
the Maritime Administrator a few minutes ago in answer to Mr. 
Johnson’s question that you think that disastrous results would ensue 
to the American merchant marine without such a system. We are 
confronted, of course, with a question of law. Wecan legislate. What 
I want to know is, taking all that into consideration which I know 
you have, the position of the Department of Justice in the case in the 
Supreme Court was on the opposite side from yours. 

Here you have two Government departments. That was brought 
out, too. Has your Department had any conferences or any dis- 
cussions with the Department of Justice on reconciling the viewpoints 
of both Government departments ? 

The reason I ask that is to find out whether you know what their 
feeling is at the present time. Have you had any such conferences? 

Mr. Morsz. No, sir. 

Mr. ZELENKO. It seems to me, Mr. Morse, and I offer this suggestion 
just as a suggestion, that perhaps it might be well for your Depart- 
ment to engage in some such series of conferences with the Depart- 
ment of Justice to indicate to them that this should be an exception 
to the monopoly laws in general, because there are some exceptions 
and for all of the reasons that have been advanced here, particularly 
the feeling of your Department which is on the ground, possibly they 
could revise the thinking they had when they went into the Supreme 
Court, perhaps with more knowledge and evidence, and perhaps come 
up with some joint solution or joint suggestion. 

I say that because I would imagine that, regardless of the legislation 
that we might enact here, the stand of the Department of Justice 
would be more important because, primarily, this is a legal question 
or legal problem which brought us here. 

I am just offering that as a suggestion because you answered the 

uestion that you had not had any conferences. I would like to see all 
umsant departments on the same side of every question. It 
would be most helpful to us. 

I think the chairman indicated some time ago that he would have 
Mr. Bicks or somebody from the Department of Justice back in the 
future to help us, but I think in the interim it might be well for you 
folks to have these discussions so that they could know more fully 
outside of court, because sometimes in court you do not get all of the 
positions on evidence, the position of your Department, the prblems, 
and then perhaps when they do come back here we might have a recon- 
ciled position between the two Government departments. 

Do you feel that perhaps that might be helpful in this general 
situation ? 

Mr. Morse. We would be happy to initiate a discussion of this char- 
acter. Fundamentally it gets down to a matter of philosophy on these 
things. I would assume that the Antitrust Section in the Department 
of Justice would have one philosophical approach to this specific 
problem and some other section in the Department might have a differ- 
ent approach, so that maybe we can convince the entire Department 
but not the Antitrust Section. 

Thaveno facts. I am just theorizing. 
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Mr. ZevenxKo. I do not say that you will be able to convince them 
but at least, if they are back here, they could have your side of the 
story more fully in their minds and it would be helpful. 

I surely do not want to be confronted with drawing legislation 
which perhaps, by reasons of philosophy, lack of knowledge or any 
other reason, the Department of Justice will take a stand on and say, 
“We are going to oppose this thing and we are going to argue that this 
is unconstitutional no matter what you legislate.” I do not say 
that they would be successful but I would prefer that they do get 
more of the background which apparenty would be helpful to us, 

You are both working for the same boss and it should not be too 
hard. You might revise your thinking on the subject. 

I would like to get a unanimity if possible. I only suggest that, 
Mr. Morse, as being helpful to us. I think it would be helpful to 
me. 

Let me ask this, if I may. Can you tell us whether, in your opin- 
ion, any individual American merchant marine flag ship could sur. 
vive in these trades in absolutely free competition without confer- 
ences, dual rates or any other device, especially in view of the fact 
that some of these foreign governments now are allowing rebates or 
subsidies and other devices? 

Mr. Morse. In the long run, I think that the American-flag opera- 
tor could not survive. If they could survive, I think the answer to 
your question is the fact that the American tanker fleet is not ex- 
panding. We have little or no bulk carriers and the tramp fleet that 
we have is going down the drain. 

Now, there are no tie-in devices there of any sort. There are no 
conferences in any of those activities and the American-flag vessels 
just cannot compete on a long-term basis in international trade. 

The CuatrmMan. The reason you make that statement is that they 
are not subsidized ? 

Mr. Morse. They are not subsidized. 

Mr. Jonnson. Would you yield? 

Mr. ZeLtenxo. Would you advocate a conference, then, for the 
tramps? 

Mr. Morse. No. It has never been done internationally, for one 
thing, to the best of my knowledge. 

Secondly, one of the justifications for and one of the regulators 
of the berth line rates is the exception from tramps. So that, if you 

ermitted the tramps to have a conference and therefore establish 

y agreement their rates and thereby reduce the competition and in 
turn permit the berth lines to regulate their rates reducing competi- 
tion, I think you do not then have the degree of regulation on the berth 
operations which competition requires. 

Mr. Zevenxo. Mr. Morse, you indicated in answer to questions be- 
fore that if somebody, even a foreign-flag vessel violated, you could 
control or you could regulate against even a foreign-flag vessel with 
shipments from the United States. 

Mr. Morse. Yes, sir. 

Mr. ZeLeENKo. How could youdothat? Under what law? 

Mr. Morse. It is a violation of the American laws. Trading to 
and from the United States, if they violate our laws we can seize 
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the vessel and, of course, most of these berth operators maintain offices 
inthe United States. 

Mr. ZetenKo. Of course, you do have the power under the law. 
Practically, if, let us say, these foreign-flag vessels attempted other 
devices than dual rates, attempted deferred rebates and you did find 
that they were violating American law and you seized their vessels, 
American vessels could be subject to retaliatory measures on the part 
of the governments of those vessels, could they not, when the Ameri- 
can vessels reached their ports ? 

Mr. Morse. It could be but the Board has occasionally found that 
foreign-flag lines have violated our laws and we have imposed sanc- 
tions of one form or another and there has been no retaliation im- 
posed against American-flag lines heretofore. 

Mr. ZELE NkKo. I have just another question. 

Suppose we do legislate and as a result of legislation you promul- 
gate certain regul: ations. Now, would they have force and effect 

ractically, and I do not mean legally, so that we could not be sub- 
ject to retaliation? Suppose some of the foreign countries then en- 
acted legislation to counteract this for some reason. Have you been 
in conference with any of these maritime bodies in the other coun- 
tries to find out how they feel about this conference system generally ? 

Mr. Morse. Not with any government bodies but I have talked to 
quite a number of the carriers. They think that we are unduly re- 
strictive in our degree of control over carriers. They want to have 
complete freedom todoas they wish. 

Mr. ZeLENKO. In other words, they would prefer this open competi- 
tion or something that leads to open competition. That is, if you 
reduce the number of regulations or restrictions, it would make it 
easier for them ¢ 

Mr. Morse. I will put it the other way around. They would want 
the so-called closed type of conference with a deferred rebate, a 
closed type of conference which would restrict administration into 
the conference at the whim of the conference members, and the de- 
ferred rebate system which would tie the shippers up indefinitely. 

Mr. ZeLENKoO. I have one more question. I think it continues the 
line of questioning that was put to you before. 

It was your opinion that in the Jong run in absolutely open competi- 
tion, American- flag vessels could not survive, and I think you said, 
although I was not sure, that they could not survive without subsidy. 
In other words, they would have to make up their operating expense 
some way in open cut- thro: at competition. 

Mr. Morse. That is right. They would have to have subsidy in 
all events to survive and, even with subsidy, I think it would be 
very difficult for an American-flag operator on a long-term basis 
tosurvive in uncontrolled ¢ ompetition. 

Mr. ZeELENKO. So that the continuation of the conference system 
reasonably regulated with dual rates would in effect, in your opinion, 
preserve the ‘American merchant marine and also save the Govern- 
ment and the taxpayers of this country moneys which might have to 
go into subsidies for the preservation of the merchant marine ? 

Mr. Morse. Yes, I think that would follow, and it would also, in 
My Opinion, give reasonable protection to the shippers and importers 
which we have to also consider. 
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Mr. ZeteEnKo. Thank you. 
The Cuarrman. Mr. Cowen. 

Mr. Cowen. Mr. Morse, are the present dual rate contracts, in your 
opinion, unilateral or are they bilateral in nature ? 

Mr. Morse. Theoretically, they are bilateral in nature but the obli- 
gations on the conferences are much less than the obligations on the 
shippers. I think you could almost call them unilateral in nature, 
There are more escape hatches for the conference lines than there are 
for the shippers. 

Mr. Cowen. And the obligation on the conference is, as a matter of 
fact, nonexistent, is it not, sir? 

Mr. Morse. No. I would not say that. No, sir. 

Mr. Cowen. What obligation do they undertake, sir, in their 
conference contract ? 

Mr. Morse. Well, I am sure they all vary. 

Mr. Cowen. In general, sir, what obligations do they agree to 

erform ? 

Mr. Morse. Well, to the extent that the vessels are operating they 
obligate themselves, most of them, to maintain a fixed level of. rates 
for a 45- toa 90-day period of time to the contract signers. They have 
a statutory obligation imposed on all carriers not to discriminate, 
That is not limited, of course, to conference lines. 

Mr. Cowen. That obligation is to your Board rather than to the 
shipper, is it not? 

Mr. Morse. Well, that is a statutory obligation. As far as the pro- 
vision of regularity of service and obligation to provide service, it is 
quite loose but for whatever obligation they do undertake the shipper 
receives a 10-percent reduction. 

Mr. Cowen. They do not actually obligate themselves to operate 
any ships at all, do they ? 

Mr. Morse. No. All these conference agreements vary. They are 
not uniform. I have not seen any but some might even obligate 
themselves to provide a degree of service. I have not seen any of 
those. 

Mr. Cowen. There is actually on file with your Board one require- 
ments contract, that is one in the North Atlantic, is it not, sir? 

Mr. Morse. Yes, sir. 

Mr. Cowen. Now, you have suggested in your statement here that 
you think that, if the dual rate is to continue, there should be a uni- 
form requirements contract. 

Mr. Morse. There should be a uniform contract which is, to a de- 
gree, a requirements contract. 

Mr. Cowen. In other words, it would place an obligation on both 
parties to the contract ? 

Mr. Morsr. Yes, or, putting it the other way around, there should 
be the same escape hatches for the shipper signatory as there are for 
the conferences. 

Mr. Cowen. Yes, sir. Now, this tie-in between the Far East Con- 
ference and the Pacific Westbound Conference wherein they get 
together and one has the right to veto the action of the other one, do 
you think that that is detrimental to he shipping public as a whole! 

Mr. Morse. It depends on whose ox is being gored. Sometimes some 
shipper will say, “This is to my advantage.” The next time it may 
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work to his disadvantage and he will say, “This is a terrible thing 
and should not be permitted.” 

Mr. Cowen. Granted that you are correct, the ordinary shipper 
from the Pacific area in order to get a rate cleared, which possibly in 
his business is necessary in foreign trade, that rate must not only be 
cleared through the conference with which he is a signatory but also 
must be cleared and OK’d by a conference that is domiciled completely 
acrosscountry. Doesthat seem fair in the outset ? 

Mr. Morse. That would be the obviously disadvantageous feature 
ofit. On the other hand, suppose the conference on the Atlantic Coast 
wanted to put in an unreasonably low rate which would force the 
Pacific shipper out of business. Then, the fact that the Atlantic 
Coast Conference has to get the consent of the Pacific Coast Confer- 
ence would be a protection to the Pacific Coast shipper. 

Mr. CoweENn. it that is correct then, sir, would it not be necessary 
that every conference serving every area of this country and all parts 
of the world have to have the same tie-in? You are speaking now in 
acompetitive standpoint in foreign markets. 

Mr. Morsr. Well, to begin with, these are voluntary agreements. 
They are not mandatory at the present time. By that I mean we do 
not tell conferences that they must make these superconference agree- 
ments. 

Mr. Cowen. No, sir. 

Mr. Morsr. I have not given much thought to the question but, 
offhand, I would think it would be undesirable that there be these 
superconferences. 

Mr. Cowen. Now, you are familiar, sir, with the adamant stand of 
the Pacific Coast European Conference on f.o.b./f.a.s. sales; are you 
not 

Mr. Morse. Yes. 

Mr. Cowen. They have been very definitely adamant in their posi- 
tion that there is no legal f.o.b.-f.a.s. sale. In your example that you 
give here, upon which the chairman questioned you, you indicate that 
you think that there are legal f.o.b.-f.a.s. sales and that the signatory 
to the contract should have the option to change one time during the 
term of the contract. 

Mr. Morss. That is the recommendation we are making. 

Mr. Cowen. Yes, sir. In other words, you do not feel that any 
goods sold by a signatory that will go into the channels of com- 
merce must, of necessity, go by conference vessel, and if not, it is a 
violation of the contract ? 

_ Mr. Morse. It seems to me that your question has at least two points 
init. 

Firstly, do any of the conference shipper agreements presently 
require that all shipments, irrespective of who has the routing, must 
go via conference vessel ? 

Mr. Cowen. If I might interpose there, several of the conference 
chairmen have so stated in direct answer to that specific question. 

Mr. Morse. I have not seen a single shipper agreement which spells 
out in clear, plain language, that the shipper signatory must retain 
the control of the routing in all instances. 

Mr. Cowen. I agree with you, sir. The contracts do not so state. 
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Mr. Morse. And I can speak of my own knowledge in respect to the 
Pacific Coast European Conference shippers’ agreement. 

As I recall, when this question was raised before the Board, I asked 
the litigants if they wanted me to disqualify myself, and no one 
requested that I do so, but I know that when that agreement wag 
drawn I was in the office of what was then Graham & Morse, and J 
know that at that time it was not intended to cover f.o.b.—f.a.s. cop. 
tracts. 

Now, a different interpretation was put on that agreement by the 
conference subsequently but when it was drafted it did not have that 
intent and I so ruled in the Board decision. 

The Circuit Court for the Ninth Circuit, as I understand it, did not 
go along with the Board because we used the phrases “f.o.b.-f.a,s,,.” 
which might or might not in a specific instance indicate who in faet 
controlled ‘the routing. 

Mr. Cowen. Now, you recommend that the control of rates be left 
with the conferences ? 

Mr. Morse. Yes, sir. 

Mr. Cowen. That the conferences set basic rates. 

Now, there have been complaints to the effect that the conference 
rates were not realistic, that they were artificial. 

Now, under that theory, Mr. Morse, to whom would a shipper appeal 
for a reduction in rate or for a realistic rate? 

Mr. Morse. They would have an appeal to the Board and, under the 
resent statute, I do not remember the exact working of the statute 
yut we would have some control over the legality of rates if we could 

make findings that it was unreasonably detrimental to the commerce 
of the United States, some broad language of that character. 

Mr. Cowen. What length of time would ensue before the ordinary 
shipper could get a decision from the Board ? 

Mr. Morse. That would take a matter of months. 

Mr. Cowen. So that, is that the best mode of handling that par- 
ticular problem ? 

Mr. Morse. It seems to me that either the Board is given the control 
of the rate level or someone else retains the control of the rate level. 
We are suggesting here in our presentation that the Board should 
not have control of the rate level fixing authority. 

Mr. Jounson. Would you yield at that point? 

The CrHarrmMan. Just a minute. 

You are suggesting that. What did you suggest in lieu of it? 

Mr. Morse. We think that we should have no more than a review 
authority which is what we have at the present time. 

I am not too familiar with the ICC practice but it is my under- 
standing that domestically if the rails, for example, were to establish 
a rate and a shipper thought it was unfair to him, unless a cease and 
desist order were issued by the ICC, he would have to pay the rate 
charged and then sue for reparation. 

The latter system is, in effect, what we have. If the shipper is 
dissatisfied with the rate he can sue before the Board for reparation. 

The Cuatrman. Go ahead with that. 

Mr. Cowen. In our present hearings, Mr. Morse, we have seen 
several instances where a shipper was paying, say, $2 per item and, 
possibly due to this investigation, that rate has dropped exactly in 
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half. So that, at the outset, then, the $2 rate was unrealistic,, was 
artificial, and yet had been set and used by the conference for 
some time. 

Mr. Morse. All right. Now, suppose an individual line were to 
charge a $2 rate. Disregard the conference. Suppose it was an indi- 
vidual line. What is objectionable to it? If I want to go down to the 
shoeshine parlor and he wants to charge me two bits for a shoeshine, 
should I be able to go to the Interstate Commerce Commission and 
say— 

This man is overcharging me. I should not pay more than 10 cents. 


Mr. Cowen. In that specific instance, you had not contracted with 
that shoeshine boy to give him your business. 

You were free to use a competitive person in the same line of 
business. 

Mr. Morse. Well, that is one of the reasons we suggested that the 
cease and desist authority be given to the Board w vhich we do not 
presently have. We do have it in the trades to the noncontiguous 
territories and where a line proposes to put in an increase in “rates 
we have some control over it. We can require that either they main- 
tain the current rate level until a hearing is conducted or we permit 
them to put in the rates, and we have done this a number of times, 
on the condition that they escrow the spread between the current 
rate and a higher rate until the question of the rate level be es- 
tablished. 

Mr. Martirarp. Will you yield please ? 

Mr. Cowen. Mr. Chairman, I yield to Mr. Milliard. 

Mr. Maixuiarp. I want to hale e sure I understand this. I was not 
too sure from your statement whether, in layman’s language, you are 
recommending that the Board have the right to suspend, in effect, 
a rate increase until its reasonableness is determined. Is that what 
itamounts to? 

Mr. Morsr. Our recommendation on cease and desist was directed 

rimarily at rules and practices rather than rate level. Now, it could 
be stretched to the point that it would be an unre: sonable | practice 
to put in a rate level which is detrimental to commerce, but that is 
not what we were getting at primarily. 

Mr. Maruiiarp. But that is a point that has come up a number of 
times in the hearings and I did not find anything in your statement 
that went directly to it. 

I recognize that you say you do not think you ought to set rates 
but, when you get a rate that looks to you to be unreasonable, do you 
think you should have the power to say to 8 company, “You cannot 
put that rate into effect until we look into it” 

Mr. Morse. Well, under our proposal i would not be permitted 
to put into effect a rate for 90 days. If the shipper signatory was dis- 
satisfied with the rate, under our proposal he could terminate his 
shipper agreement obligation concurrently with the effectiveness of 
the new rate. 

I think that is a real deterrent among other deterrents on a con- 
ference of putting in a rate which is unreasonable, this fear that the 
shippers will terminate their contracts. 

Mr. Maruir1arp. Of course, if you were a signatory and dealing in 
a number of different commodities and one rate appeared to be ex- 
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cessive and the others were satisfactory, you would be on the horns 
of a dilemma as to whether to cancel your contract and have to pay 
noncontract rates on others just to try to get at the situation on one 
particular commodity. 

Mr. Morse. Your suggestion, of course, does not preclude the 
possibility of the shipper obtaining reparation. 

He might have to pay his freight; and if the Board were to find that 
the rate was discriminatory, we could provide reparation to him. 

Mr. Mattiiarp. But it does not get at the question about which I am 
trying to make up my mind. It is not the question of being discrimi- 
natory as between one shipper and another, but a question of reason- 
ableness. 

Mr. Morse. Well, it does not get at the question that I think that 
Cadillac Motors sells its cars too high for my purposes, either, but 
then they make the cars and they set their own prices. If an agency 
of the Government had authority to investigate the propriety of the 
price, it might find that the price was fair and reasonable and that 
my complaint was wrong, so that the fact that a shipper may have an 
objection to a rate does not necessarily mean that the rate is improper, 
Even though he may not be able to effect a sale, it does not mean that 
the rate is improper. 

Mr. Maru1arp. I entirely agree with that, but I do not think that 
comparing it with a Cadillac car is fair. 

Mr. Morse. Talking about Ford is my level. 

Mr. Mariur1arp. That is right, but this fellow does not have a Ford 
to go to. We are giving statutory power to a sort of monopoly, so 
that the buyer, in this case the shipper, the one who is buying the 
transportation, does not have quite the freedom that you do not to 
buy a Cadillac and still get the transportation. 

Mr. Morse. Under our proposal, he could go nonconference. 

Mr. Maiiutarp. If there happened to be anything nonconference. 

Mr. Morse. There are in most trades. 

Mr. Mariurarp. But thereby giving up presumably the service and 
regularity, and so forth, that may be necessary to his business. 

Mr. Morse. No; he does not give up the service and regularity of 
the conference vessels. He gives up the contract rate. 

Mr. Mariurarp. But if he thinks the contract rate is too high, then 
obviously the noncontract rate is going to be prohibitive, so that he 
does, it is true, have the alternative, if there is an independent, of 
going and making a deal there, but thereby giving up his rights, maybe, 
in a lot of other commodities. 

What I am really getting at is whether or not the Board should have 
the power to suspend a specific rate increase that has been proposed 
under this 90-day advance notice that you recommend and to then 
look into the reasonableness of the rate. 

I do not believe you ever suggest that the Board should have that 
authority, and I cannot quite see how you are going to give protection 
to the shipper if you do not have that authority. 

Mr. Morse. I think if we move into that field we are then fixing the 
level of rates and, if we ever do that, I think that some foreign coun- 
tries would be fair and reasonable in this field fixing the level of 
rates but I am satisfied that some other countries would not be as fair 
and reasonable as we think that we are. 
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Mr. Jounson. Would you yield on that for a minute? 

Mr. Morse. I think therefore that it would be disadvantageous in 
the long run to shippers as well as carriers if we go that far down 
the road. 

Mr. Martut1arp. Then let me see how far down the road you are pro- 
posing to go. . : ; 

Suppose you forfeit the reasonableness side of it and I can see the 
objections to having to make that kind of determination. When it 
comes to the discrimination part of it, would that include the question 
of discrimination between a particular shipper and a competitor in 
some other part of the country? In other words, what I am getting 
at is if one conference should set what appeared to be unreasonable 
rates as compared to that of another conference, would that constitute 
discrimination within the meaning of the law now ? 

Mr. Morse. I would like to have Mr. Aptaker answer that. 

Mr. Apraker. Mr. Mailliard, the rates of a conference have to have 
a certain logical relationship as between different commodities and 
shippers who are situated differently. 

t might be that a shipper in a particular port where there are 
excessive delays may be imposed a surcharge for service to a shipper 
at that point. If the difference between the rate charged him and 
another shipper by a conference were supported by the differences in 
the cost of service, then there would be no unreasonable discrimi- 
nation. There might be a discrimination but it would be a justifiable 
one and there would be no remedy. 

If the discrimination is unreasonable, he can recover the difference 
by way of reparations. 

That goes also as between shippers of different commodities. 

Suppose a conference selected one commodity and just irrationally 
jacked up the rate on that commodity. I think that shipper might 
also be able to complain of discrimination and have that rate brought 
more into line with the overall level of the conference’s tariff. 

That, again, would be a case of discrimination and he might be able 
to recover reparations, but suppose that conference’s tariff had a cer- 
tain logical consistency to it, all the rates bore a logical relation one 
to the other but the level was just very high. As to that, I under- 
stood Mr. Morse’s testimony to be that we do not have the power to 
fix the level of that rate, of that tariff, generally by the conference, 
and, if we were to undertake to fix that rate level, we would be getting 
into the question of how you determine what a reasonable rate of 
return is for the members in that conference and, when we get inte 
that problem, we run into great difficulty. 

Mr. Jounson. Will you yield at that point? 

Mr. Mamut1arp. Yes, I yield. 

Mr. Apraxer. As to the question you asked about shippers situated 
in different geographical areas, let us take a shipper situated in 
Cincinnati as against a shipper in New York. Suppose the New 
York Conference has a very high rate and the Gulf Conference may 
have a lower one. The Cincinnati shipper might be able to do a little 
better by being able to divert his cargo more readily to the Gulf 
Conference. That would serve to induce the North Atlantic Con- 
ference to reduce its rates to stay competitive. The New York 
shipper would not be in such a good position but I do not think he 
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can complain too strongly in terms of discrimination if the rate of 
the North Atlantic Conference is the same for all shippers. He 
cannot as easily get out of it as the Cincinnati shipper who may haye 
the more readily available alternative. 

Mr. Mariuiarp. You are getting at the point I was trying to de. 
velop. It was hazy in my mind. 

Let me see if [ understand it. 

Let us take a southern California steel manufacturer as against 
a Maryland steel manufacturer. They are both at tidewater so that 
they are pretty much restricted in their choice of how they are going 
to ship. They are shipping steel to Japan. It would be nice if we 
could sell it. 

In this case, for some reason, they are shipping it. If the east 
coast tariff to Japan on this particular type of steel is, say, 50 per- 
cent of the tariff from the west coast of the United States, is that 
discriminatory? Can you do anything about that? 

Mr. Morse. Let us talk about individual lines for the moment. If 
it were the same line that was serving both areas, that would fall 
under section 16, first. It is unlawful “to give any undue or u- 
reasonable preference or advantage to any particular person, locality, 
or descripition of traflic * * *.” 

Mr. Marmu1arp. So that if we were talking about, say, United 
States Lines, which might be carrying cargo out of both places, that 
would fall under that provision of the act? 

Mr. Morse. Yes, sir. 

Mr. Maiuurarp. Just for the sake of argument, let us say that there 
is no single line but there are two conference rates. 

Mr. Morse. Let us talk about individual lines again. If there 
were two different lines, only two lines that served and Line A serves 
the east coast and Line B serves the west coast and there were no 
other lines and this was a variation in the rates of the two lines, that 
would not be discrimintaion against section 16, first. It has to be 
the same line in each instance. 

Mr. Matuiiarp. I understand that. 

Mr. Morse. Now, about conferences, the same principle would apply 
to conference under existing law. 

Mr. Maiiurarp. In other words, two separate conferences could 
have rates the result of which was discriminating against the people 
in one section of the country and under present law you would have 
no way of taking a hand in that. 

Mr. Morse. That is right. We would not be able to control that 
because the conference is not discriminating insofar as locality and 
so forth. It is only quoting a rate to a given locality. 

Mr. Maruirarp. Let me add one ingredient. 

You have a superconference so that there is collusion betwen these 
two conferences, Are they still permitted to discriminate ? 

Mr. Morss. That I think would fall under section 16 First. 

Mr. Matuuiarp. In other words, because there is some tie between 
them, then they would be responsible for the relationship of their 
ate ? 

Mr. Morse. Yes. 

Mr. Maiuuiarp. If there is no tie, then you would assume that a 
normal competitive situation would require those rates to come some- 
what into balance? 
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Mr. Morse. Yes, sir. When I say “yes” on your first statement 
there on this overall conference, I have not checked it out legally but 
I think it would be a section 16 First situation. 

Mr. Matiurarp. That is all. 

The CHarrMAN. Mr. Johnson. 

Mr. Jounson. Mr. Morse, I want to clear one point because you 
have confused me in respect to fixing of rates in the conferences. 

You now state that definitely the Board should not be a party, as 

ou express it, in the ratemaking; is that correct ? 

Mr. Morse. Yes, sir. 

Mr. Jounson. Yet in your testimony today you come forward with 
the suggestion that a Board employee attend discussions and the trans- 
action of conference business. 

Certainly, conference business would involve ratemaking. 

It seems a little inconsistent that you advocate a Board employee 
attending a conference discussion where rates are discussed and yet 
you state now that you should not be a party to such. kee 

Mr. Morse. Our recommendation is that the man be there for liaison 
purposes only, in part to assure that the aneers a a fair oppor- 
tunity of hearing by the conference and, secondly, if the shipper still 
feels he is being prejudiced, so that the Board will be fully advised 
what, in fact, was done. 

Mr. Jonnson. I call to your attention, though, that your wording 
definitely says, “discussions involving the transaction of conference 
business.” 

Mr. Morse. To which page are you referring ? 

Mr. JoHNSON. Page 12, at the top of the page. 

Mr. Morsr. “* * * to the attendance * * *” does not suggest that 
the Board would have a vote or veto authority. 

Mr. JouNnson. But you infer that. 

Mr. Morse. I did not mean to infer any such thing. 

Mr. JoHNsoN. I have no further questions. 

The Cuarrman. Are the representatives of the Board that you are 
placing around at these different areas of the country delegated with 
authority to hear complaints from shippers who feel that some spe- 
cific rate is not reasonable ? 

Mr. Morse. Yes, sir. That is one of the specific reasons for their 
being sent to these areas so that they will be on the spot. 

The Cuatrman. They can negotiate with the conference or the 
individual line with respect to the rate? 

Mr. Morsr. Yes, sir. When you say “negotiate,” I mean that is a 
discussion. That does not mean they have authority. 

The Cuairman. They make a report to the Board and then the 
issue could possibly be brought into that area where there is detriment 
tothe commerce of the United States. 

Mr. Morsr. Yes, sir. 

The Cuarrman. The shipper realizes that and, if you did determine 
that you bring it into that realm, then you would bring the conference 
in for an accounting ? 

Mr. Morse. Yes, sir. 

The Cuatrman. So that it does have the effect that we are ultimately 
trying to reach without obligating you to directly supervise rates. 

Mr. Morse. It would go part way down the road. I view it in the 
nature of a policeman. He is not there to settle disputes. He tries 
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to keep things calm and, if things get out of order, somebody else 
takes care of the problem. 

The Cuatrman. The members of the conference know that, if he 
reports to the Board that the rate is unreasonable and should be looked 
into, unless they take some action they are going to be called before 
the Board. 

I think it has a moral if not a legal effect. 

Is that the intent ! 

Mr. Morse. Yes, sir. 

The Cuairman. I think it isa good thing. 

Mr. Totierson. Mr. Chairman. 

The Cuarmman. Yes. 

Mr. Totterson. When a shipper considers entering into an agree- 
ment with a conference it is a purely voluntary thing, is it not? No 
shipper has to sign an agreement, does he? 

Mr. Morse. He does not have to. Economics may force him to but 
theoretically it is voluntary. By that I mean the nonconference service 
may be inadequate to meet his requirements so that theoretically it is 
voluntary but circumstances may force him to sign. 

Mr. Totterson. What is his chief reason for entering into an agree- 
ment ? 

Mr. Morse. Getting the 10 percent freight reduction. 

Mr. Totierson. Then legally that is the chief consideration, is it 
not ? 

Mr. Morse. Yes. 

Mr. Toiierson. I ask that because on a number of occasions during 
the hearings, the question has been posed as to whether these agree- 
ments were unilateral or bilateral. Actually, the shipper has in mind 
primarily getting the benefit of the 10 percent discount or whatever 
and in law that is sufficient and ample consideration, is it not? 

Mr. Morss. There is no question about it in my mind. I think what 
counsel was getting at was more than the phrase “an illusory contract” 
rather than unilateral contract. 

Mr. Totterson. It is understandable in the case of every contract 
that a party to it would like to have more benefits or greater bene- 
fits than he gets under the contract that he actually signs. This isa 
matter of negotiation. 

Mr. Morse. It is always a matter of negotiation but sometimes the 
conference has a bigger stick to negotiate with than the individual 
has. 

Mr. TottEerson. That is understandable. 

The shipper, as you say, while he is not compelled to enter into an 
agreement, does so first because of the 10 percent discount or what- 
ever the percentage is; secondly, because there actually are some other 
benefits like the one you suggested. 

Perhaps the independent line does not give the regularity of serv- 
ice or give the service at all. In a sense, therefore, the shipper is 
compelled to join but, even though he would like more in the con- 
tracting from the carrier than he presently gets, the fact remains 
that he does get a lot of things. He does get the service although it 
is not guaranteed to him. hs 

Mr. Morse. Well, Mr. Tollefson, he would get the same service 
whether he signs the shipper’s agreement or not because under the 
Jaw the carrier is obligated not to discriminate. 
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Mr. Totterson. So that primarily it comes back to the thing that 
you said, he wants that reduced rate ¢ f 
“ Mr. Morse. Yes, sir. 

Mr. Totierson. And he gets it. 

Mr. Morse. Yes, sir. 

Some of my friends may think that I am anticonference, but I 
am sure Mr. O’Connor will concur with me when I say I am pro- 
conference-minded but I think there are some things that should be 
corrected. 

he CHAIRMAN. Counsel. 

Mr. Cowen. I have one further question, sir. 

Mr. Morse, the last paragraph on page 20 and the first. two para- 
graphs on page 21 have to do with what nations might do in regu- 
lating rates or controlling their maritime fleets. You are familiar 
with what Colombia has done on the coffee rate situation, are you not? 

Mr. Morse. I am not sure what you have specifically in mind. 

Mr. Cowen. Well, completely controlling and setting rates. 

Mr. Morse. Yes, I am familiar with that. 

Mr. Cowen. And what Ecuador and Cuba have done and are doing ? 

Mr. Morse. I am, of the activities of these countries, yes. 

Mr. Cowen. There have been no retaliatory steps taken by any 
countries to prevent it or to stop it, have there, sir? 

Mr. Morse. Insofar as the coffee rates are concerned, I think they 
are set at a level which may be directed by the producing country. 

Now, the conference has adopted that rate level probably by reason 
of pressure that has been put upon them but it is a level which has 
been adopted by the conference rather than being set by the Govern- 
ment itself. 

Mr. Cowen. Did not the Government in the first instance say— 

This is the rate and in order for your conference to operate within this country, 
that will be the rate charged for any outbound coffee— 
and I think Chile and Venezuela along with Ecuador, Cuba, and 
Colombia have more or less operated on the same premise ? 

Mr. Morse. Frankly, I cannot answer “Yes” or “No” to that, Mr. 
Cowen. I just do not know the answer. 

Mr. Cowen. You are familiar, sir, with the Union of South Africa 
and the control exterted by the Union on inbound and outbound con- 
ferences, are you not, sir? 

Mr. Morse. I am aware of the contract which was signed by the 
Union of South Africa with the conference. 

Mr. Cowen. Yes, sir. In each of these specific cases I have enu- 
merated, the six countries are more or less setting and controlling 
rates and in every instance it does work to the detriment of the United 
States merchant marine and this country has retaliated in no manner 
nor has any other country. 

Mr. Morsr. I am unaware of any retaliation by this country, but 
again the American-flag operator, if he were dissatisfied with the 
conference rate, could withdraw from the conference and operate non- 
conference. Whether he would get any cargo is another thing. 

Mr. Cowen. Some of them, to my knowledge, are very dissatisfied 
but probably the solution you have given of no cargo might change 
the situation somewhat. 
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Mr. Morsz. I think probably in the situation that you refer to the 
Government itself controls the movement of the cargo. 

Mr. Cowen. Yes, sir. 

Mr. Morse. So that they are in the position of a big shipper who 
could say to a conference, for example— 


Either you agree to a rate level that is satisfactory to me or I will take some 
other action. 


Mr. Cowen. One instance of the South African contract has the 
specific provision that any inbound manufactured product is brought 
in at such a rate that the raw materials brought into South Africa 
to manufacture that same product are set at a low enough rate so 
that the manufacturer within the Union of South Africa itself can 
in the instance compete with the foreign imports. 

Mr. Morsr. That is true, but there again was a situation where the 
Government controlled the large volume of imports and exports, if my 
understanding is right. , 

Mr. Cowen. Very definitely they are controlling. 

Mr. Morse. As shippers or consignees rather than controlling it 
by Government action. 

Mr. Cowen. That is all I have, sir. 

The Cuatmrman. This South African contract and accompanying 
letters will be placed in the record. 

(The documents referred to follow :) 


{Appendix No. 16 to Dispatch No. 262 from Pretoria dated February 10, 1959] 


AGREEMENT BETWEEN THE GOVERNMENT OF THE UNION OF SOUTH AFRICA, THE 
PERISHABLE Propucts Export ConTRoL BOARD, AND THE UNION-CASTLE Mar 
STEAMSHIP Co., Lrp., RELATIVE TO THE OCEAN CONVEYANCE OF GOODS BETWEEN 
THE UNION OF SouTH AFRICA AND CERTAIN UNITED KINGDOM AND CONTINENTAL 
Ports 

(Operative from January 1, 1957, to December 31, 1966) 


ARTICLES OF AGREEMENT 


Made this Nineteenth day of August in the year One Thousand Nine Hundred 
and Fifty-five, between the GOVERNMENT OF THE UNION OF SouTH AFRICA, THE 
PERISHABLE PROopUCTS ExporT CONTROL BOARD and THE UNION-CASTLE MAIL 
STEAMSHIP COMPANY, LIMITED (whose registered offices are at 3 Fenchurch 
Street, London, E.C. 3) for and on behalf of and by authority of the South 
African Conference. 

The respective parties hereto hereby agree as follows: 


Definitions 
1. In this {\greement, unless otherwise provided : 

“The Government” shall mean the Government of the Union of South 
Africa; 

“The Union” shall mean the Union of South Africa; 

“The Board” shall mean the Perishable Products Export Control Board 
constituted pursuant to the provisions of Act 53 of 1926, as amended, of the 
Union Parliament ; 

“The Contractors” shall mean The Union-Castle Mail Steamship Company, 
Limited, and the other members of the South African Conference, on whose 
behalf and with whose authority the said Company has entered into this 
Agreement ; 

“The South African Conference” shall mean such Shipping Companies as 
constitute the South African Conference and are engaged in regular trade 
between European berth ports and South African berth ports, which Ship 
ping Companies, by formal notification to the Government through the Con- 
tractors, undertake to adhere to the terms and conditions laid down in this 
Agreement ; 
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“South African Berth Ports” shall mean Walvis Bay, Luderitz Bay, C ‘ape 
Town, Mossel Bay, Port Elizabeth, East London, and Durban; 

“European Berth Ports” shall mean Southampton, London, Liverpool (in- 
eluding Birkenhead), Glasgow, Middlesbrough (Southbound), Hull (North- 
pound), Newport (Southbound) and Avonmouth (Northbound) ; Hamburg, 
Bremen, Amsterdam, Rotterdam, Antwerp, Calais, Dunkirk, Havre, and Bor- 
deaux; Olso, Gothenburg, Copenhagen; Marseilles, Genoa, Naples, Leghorn, 
Venice, and Trieste ; 

“Ship” or “Vessel” shall mean steamship or motor vessel ; 

“Ton” shall, unless otherwise specified, means 2,240 lbs. when weight is 
indicated and 40 cubic feet when measurement is indicated ; 

“Government cargo” shall mean the cargo referred to in clause 2 of this 
Agreement ; 

“Force majeure” in relation to the Contractors shall mean any cause, hap- 
pening or event not within the control of the Contractors including (without 
prejudice to the generality of the foregoing) act of God, fire, storm, tempest, 
perils, or accidents of the seas and rivers, war risks and war-like or other 
hostile acts (whether any war or hostilities be actually declared or not), acts 
of the Queen’s enemies, piracy, restraints of princes, governments (whether 
de facto or de jure), rulers or peoples or governmental or statutory Acts, 
orders, rules, regulations, restrictions or requisitions, revolution, insurrec- 
tion, riot, civil commotion, strikes, lock-outs, and labour disputes ; 

“Regular Ships” shall mean Mail, Intermediate and other ships participat- 
ing in the scheduled services of the Contractors; 

“Vessels loading on the berth” shall mean vessels which supplement the 
regular ships and load on the same terms as such ships ; 

“Special Ships” shall mean vessels nominated in addition to regular ships 
and vessels loading on the berth to meet the requirements of the Perishable 
Products Export Control Board. 


GOVERNMENT CARGO 
General conditions 

2. (a) The Government agrees that all goods, materials, supplies, and equip- 
ment, and everything of every description required to be shipped from the United 
Kingdom or the Continent of Europe to the Union and Lourenco Marques for 
the use of its State Departments (including the South African Railways and 
Harbours Administration and the Provincial Administrations), shall be shipped 
solely and exclusively in vessels operated by the Contractors, and such goods shall 
be delivered at the normal loading berths of such vessels at the berth ports of 
loading: Provided that the Government shall in each and every calendar year 
during the currency of this Agreement, if it so desires, have the right to ship by 
Government vessels, and/or vessels chartered by the Government, and/or vessels 
chartered by the Board to load perishables at South African ports, such cargo 
up to 121% percent of the total tonnage shipped for the use of State Departments 
(including the South African Railways and Harbours Administration and the 
Provincial Administrations) during the preceding calendar year. 

(b) The Government agrees to arrange for the insertion of appropriate condi- 
tions in all tenders, orders, and contracis, issued for the supply of goods and 
materials for Government account, proviting for the observance by the suppliers 
and all concerned of the conditions of this Agreement, and will stipulate that 
tenderers, when tendering for supplies er South African stocks, shall indicate 
whether such supplies are actually in stock at date of tender. 

(c) The Contractors undertake to convey all cargo tendered to them under the 
foregoing conditions at the rates of freight provided for in this Agreement. 


Notice of readiness 


3. The tonnage for the conveyance of Government cargo shall in all cases be 
provided by the Contractors within twenty-eight days of notice being given that 
the cargo is ready for shipment. In respect of shipments to Walvis Bay or 
Luderitz Bay, notice under this Clause shall not be invoked for less than a 
Mininum quantity to be mutually agreed between the Government and the 
Contractors. 


Timber shipments 
4. In the event of the Government requiring to arrange shipments of timber 


from the Baltic, White Sea, or any European port, the Contractors shall have 


the option of carrying the consignments at the ruling rates of freight in the 
trade. 
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PERISHABLES 
Refrigerated accommodation 

5. (@) The Contractors undertake to use their best endeavours to provide 
approved refrigerated space for perishables averaging over any period of foyy 
consecutive weeks the undermentioned tonnages per week : 

During the period 1st November to 15th January—5,000 tons of 52 cubie feet. 

During the period 16th January to 31st January—12,600 tons of 52 cubie feet. 

During the period Ist February to 31st October—14,400 tons of 52 cubic feet. 

The Contractors recognise that because of marketing requirements a proportion 
of the above tonnage, to be mutually agreed between the Board and the Cop. 
tractors, will be made available to discharge at ports other than Southampton 
and London. 

(bv) The Board undertakes to ship perishables for discharge at European berth 
ports exclusively by vessels provided by the Contractors up to the tonnage 
specified in paragraph (a) of this clause, it being understood that in respect of 
perishable cargo in excess of the tonnage specified in paragraph (qa) of this 
clause, and in respect of perishables for United Kingdom or Continental Ports 
other than European berth ports, the Contractors shall be given the first option 
of entering into an arrangement with the Board for the provision of tonnage jp 
respect of such perishable cargo, under conditions mutually acceptable to the 
Board and the Contractors. 

The Contractors undertake to use their best endeavours to meet the Board’s 
requirements in terms of this arrangement. 


Booking of space 

6. (a) Mail Ships.—Notice of refrigerated space requirements shall be given 
to the Contractors by the Board on the Thursday before each Mail Ship is due 
to arrive at Table Bay from Europe, unless otherwise agreed between the Con- 
tractors and the Board. The Board further agrees to give the Contractors 
provisional notice of requirements one week before the booking day mentioned 
above. 

(b) Intermediate and other Regular Ships (other than Mail Ships) operated 
by members of the South African Conference.—Notice of refrigerated space 
requirements shall be given to the Contractors by the Board five weeks before 
the due date of sailing from Table Bay to Europe of each Intermediate or other 
Regular Ship (other than Mail Ships) operated by members of the South 
African Conference, unless otherwise agreed upon between the Contractors and 
the Board. The Board further agrees to give the Contractors provisional notice 
of requirements two weeks before the booking day mentioned above. 

(c) Union-Castle “R” Ships, also Special Ships.—Two months’ notice of re- 
frigerated space requirements shall be given to the Contractors by the Board. 
The Board, however, agrees to give at least three months’ provisional notice of 
anticipated requirements in respect of Union-Castle “R” ships, also Special 
Ships. 

(ad) Notices.—All notices under this Clause shall be given at the Cape Town 
office of the Contractors. 


Unoccupied space 

7. In the event of space booked by the Board in Mail or Intermediate Ships 
of the Contractors or in any vessel loading on the berth not being filled with 
perishables, the Board shall, if required to do so, pay to the Contractors dead 
freight based on the tonnage of, and the freight rate on, any goods which the 
Contractors have been unable to accept in consequence of such booking. 

In “R” vessels, if not loading on the berth, and in Special Ships, unoccupied 
space shall be paid for at the rate fixed in this Agreement, less any expense saved 
to the carrier by reason of the noncarrying of the cargo provided for. 


Duration of voyage 

8. The Contractors undertake that the duration of the voyage of ships con- 
veying perishables in pursuance of this Agreement, from Table Bay direct to 
Southampton, shall not exceed eighteen days. 

It may be necesary on occasion to employ vessels of less speed than can make 
the voyage in the time stipulated; and it is agreed that, with the concurrence 
of the Board, the length of the voyage may, in such cases, be extended to a 
time agreed upon. 

The voyage to ports other than Southampton shall be performed at a rate 
of speed not less than that provided for the Southampton voyage as above. 
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Certain instruments to be provided 

9, Every ship conveying perishables in pursuance of this Agreement shaH be 

rovided with thermometers of a type approved by the Board for use in the 
refrigerated chambers ; a number, to be agreed upon, of such thermometers to be 
distant reading instruments. 

At least one approved instrument for the estimation of carbon dioxide in the 
the refrigerated chambers shall be provided in each ship. 

In the case of each newly built vessel brought into service after the com- 
mencement of this Agreement, a recording thermograph of a type approved by 
the Board shall be installed to record the temperature of the air delivered to each 
chamber. 

Certain officers to have access to chambers and temperature logs 


10. Officers of the Board, of the Union Department of Agriculture, and of the 
Office of the High Commissioner for the Union of South Africa in London, shall at 
all reasonable times have free access to conveying ships’ temperature logs, and to 
chambers, for the purpose of making any observations or taking samples. 

The Contractors agree to provide free return passages by any vessel, other than 
a passenger liner, carrying perishable products from the Union for any officer (s) 
nominated by the Board from time to time for the purpose of collecting scientific 
data on such vessel, provided such vessel has the necessary accommodation. 
Temperature of refrigerated chambers 

11. The temperature which shall be maintained in the chambers for the respec- 
tive classes of produce, and the variation thereof, shall be in accordance with the 
instructions of the Board issued through its authorized officer, subject to any 
instruction not applying beyond the power of existing vessels. 


Perishables landed at Southampton and London 


12. In the case of perishables landed at Southampton, the Contractors, unless 
requested to the contrary by the consignors or consignees, shall give delivery at 
Nine Elms Station in London without any further or additional charge. 

In respect of fruit landed at Southampton and taken delivery of there, the 
Contractors shall pay dock dues thereon. 

In respect of fruit landed at London, the Contractors shall pay dock dues 
thereon. 


Ports of discharge 

13. (a) Perishable cargo conveyed in Regular Ships in terms of this Agree- 
ment shall be discharged at any European berth port which is customarily served 
by the shipowners concerned and which is within the ordinary itinerary of the 
conveying ship. 

(b) The conditions under which the Contractors will convey perishables by 
other than Regular Ships shall be a matter for arrangement between the Con- 
tractors and the Board. 

(c) The order of discharge ports for perishables shall be left for mutual 
arrangement. 

(d) The Contractors agree that the Board shall have the liberty to give change 
of destination, at the discretion of the carrying Line, to any vessel, other than a 
Mail Ship, carrying perishable cargo in terms of this Agreement, to a port within 
the vessel’s itinery other than the port to which the bill of lading has been 
issued, or, in the case of an “R” Vessel or a Special Ship, to a port not unreason- 
ably outside the vessel’s itinerary, subject to the payment of the actual out-of- 
pocket expenses ; it being understood that, if an additional port be arranged, one 
port in the itinerary will be cancelled. 

(¢) Where a vessel is scheduled to discharge at up to three ports and the mini- 
mui quantity required for each respective port has been shipped, the actual 
quantity to be discharged at any such port may be varied according to subse- 
quent circumstances, provided the number of ports of discharge be not thereby 
increased and the Board remunerates the carrying Line should any additional 
costs be incurred in any manner whatsoever. 

Rate of loading special ships 

14, It is agreed that the rate of loading for Special Ships shall be 750 cubie 
tons per weather working day for ships of less than five refrigerated hatches, and 
1,000 cubic tons for ships with five or more refrigerated hatches, with demurrage 


payable at the rate of £400 per day, or in proportion to the rate of hire, at the 
option of the Board. 
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Overtime charges at loading ports 

15. The extra costs of loading in overtime at ports of loading, occasioned by 
the nonavailability of perishable goods in ordinary working hours, shall be borng 
by: 
a ockcaiaas aca ae The Board. 
aR i tiatiinia ava dahadio menses encnipiaeasis a mmesaeniad ima The Contractors, 


Overtime charges at ports of discharge 

16. (a) The Contractors agree, if so desired by the Board, to discharge fruit 
in overtime at Southampton up to 10 p.m. at their own expense, provided they 
are not called upon to take any financial responsibility for the shore working 
costs involved, and provided further that such overtime discharge does not over. 
take shore working. 

(b) The Contractors also agree that, provided the authorities at other ports 
of discharge, or the Board, undertake financial responsibility for shore over. 
time working at such ports, the conditions specified in the preceding paragraph 
in respect of Southampton shall also apply in respect of fruit discharged at 
such ports. 

Minimum loads for Union-Castle “R” ships, also special ships 

17. The Board guarantees a minimum cargo of 6,000 cubic tons of perishables 
shipped during the period May to October, both inclusive, (or three-fourths of the 
ship’s capacity, whichever is the lesser), or 4,500 cubic tons of perishables ship 
ped during the period November to April, both inclusive, (or two-thirds of the 
ship’s capacity, whichever is the lesser) for all Union-Castle “R” Ships, if not 
loading on the berth, also Special Ships called for under clause 6 of this Agree. 
ment, and undertakes to use its best endeavours to utilise, as far as circumstances 
will permit, the space offered to them in the Regular Ships before calling for 
tonnage by Union Castle “R” Ships, if not loading on the berth, also Special 
Ships. 

Articles not to be conveyed 

18. The Contractors shall not convey in the chambers of any ship conveying 
perishables under this Agreement any article which is likely in any way to 
damage the perishable articles conveyed therein. 


Refrigerated space in mail ships 

19. The Union-Castle Mail Steamship Company, Limited, undertakes that 
refrigerated space to a capacity of at least 4,500 tons of 52 cubic feet shall be 
provided in all new Mail Ships. 

Type of refrigerated space to be provided 

20. The Contractors agree that the insulation and cooling arrangements of the 
refrigerated spaces shall be of types approved by the Board. 

If the height of any chamber is in excess of twelve feet, the Contractors will 
arrange, when fruit cargo is being carried, to provide temporary decking to 
limit the height of stow to twelve feet. 

A certain portion of the refrigerated space shall be of a design appropriate for 
the carriage of chilled and frozen products. Such space shall be arranged as and 
when required after twelve months’ notice from the Board. 

The insulation of the chambers shall have as far as practicable a nonpermeable 
finish, and the insulating materials shall be of types approved by the Board. 

The Contractors undertake to consult the Board from time to time regarding 
the refrigerated space to be provided in new perishable-carrying ships. 

Vessels to call at Walvis Bay 

21. The Contractors undertake that they will, as far as possible, arrange fora 
vessel with refrigerated space to call at Walvis Bay at approximately monthly in- 
tervals to load perishables for European berth ports within the itinerary of the 
conveying ship, provided a minimum quantity of perishables is mutually agreed 
between the Board and the Contractors. The same arrangement shall apply in 
respect of the shipment of perishable products from Walvis Bay to Union Ports. 


FREIGHT RATES 

Rates of freight to be applied 
22. (a) Subject to the provisions of clause 22(b), the Government and the 
Contractors agree that during the continuance of this Agreement the rates of 
freight (including any surcharges or other imposts leviable by the Contractors) 
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which shall apply to any goods (including Government cargo and perishable 
products ) conveyed in the ships of the Contractors from South African berth 
ports to European berth ports, or from European berth ports to South African 
perth ports, shall be the Contractors’ appropriate tariff rates for merchant ship- 
pers ruling as at the 81st of July, 1955, as subsequently amended with the consent 
of the Government. It is further agreed that such rates shall not be increased or 
materially modified except as provided for in clause 23. 

(b) Locomotives, electric units, rail motor coaches and trailers, saloons, dyna- 
mometer cars, rail wagons of all descriptions, rails, and steel sleepers and acces- 
sories, imported by or on behalf of the Government, and perishable products in 
excess of the quantities stipulated in clause 5(a), shall be conveyed at rates of 
freight to be agreed upon. 

(c) The Contractors shall, within a period of ninety days from the date of 
signature of this Agreement, deposit with the Government six copies of their full 
and complete tariff of rates for merchant shippers ruling as at September 1, 

955. 

(d) The Contractors agree that during the continuance of this Agreement, 
and in consultation with the Government, they will maintain a reasonable 
margin between the freight rates on imported manufactured products and the 
raw materials required for the manufacture of similar products in the Union. 

(e) The Contractors undertake that during the continuance of this Agreement 
they will ensure that the rates of freight charged for the conveyance of goods 
from European berth ports, past the Cape of Good Hope, to ports on the East 
Coast of Africa, South of the Equator, or in Madagascar, Reunion and Mauritius, 
shall normally not be less than those charged for the conveyance of similar 
Union products carried by them from Union ports to such ports. The same 
principle shall apply to the conveyance of goods from ports on the East Coast 
of Africa, South of the Equator, past the Cape of Good Hope, to European berth 
ports. 


Modification of rates of freight 


23. (a) The Government and the Contractors agree that the rates of freight 
operative under this Agreement shall be reviewed at three-yearly intervals, the 
first such review to take place at the end of three years from the date of signature 
of this Agreement. 

(b) Notwithstanding the provisions of clause 23(a@), the Government and the 
Contractors agree that during the continuance of this Agreement circumstances 
may arise justifying an adjustment of any of, or all the rates of freight (includ- 
ing any surcharges or other imports leviable by the Contractors) provided for 
in clause 22. Accordingly, the Government and the Contractors shall, follow- 
ing the date of commencement of operation of this Agreement, have the right to 
submit representations each to the other regarding any adjusiment as aforesaid, 
and the parties undertake that each will give fair and reasonable consideration 
to the representations of the other. The Government and the Contractors agree 
that any rates of freight determined as a result of any such representations shall 
not, unless otherwise agreed between the Government and the Contractors, be 
altered subsequently more frequently than once every twelve months. 

(c) The Contractors recognise that certain items in their tariff of rates for 
merchant shippers ruling as at the July 31, 1955, may require reclassification in 
order to remove anomalies and to obtain an equitable tariff structure. The 
Contractors accordingly agree that, provided they shall be under no obligation 
to surrender revenue without being suitably recompensed, the provisions of clause 
23(b) shall apply to representations submitted by the Government relative to 
such reclassification. 

GENERAL PROVISIONS 


Lower rated cargo not to be discriminated against 

24. The Contractors undertake not to discriminate, in the allocation of shipping 
space, against any cargo bearing a relatively low rate of freight. In order to 
give due effect to this undertaking the Contractors shall, before this Agreement 
enters into force, appoint two Committees, one in South Africa and one in Lon- 
don, whose function it shall be to ensure that all cargo offered for conveyance 
between South African berth ports and European berth ports or between Euro- 
pean berth ports and South African berth ports shall be accorded reasonable 
shipping opportunity. These Committees shall have the power to make such 
directions as to the shipment of such cargo as they may deem equitable, and 
the Contractors undertake to abide by any direction so made. 
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The Government may, if it disputes the reasonableness of efficacy of any actiop 
taken by either Committee, require the matter in dispute to be submitted to ar. 
bitration in terms of clause 32. 

Small shippers 

25. The Contractors undertake to protect the interests of the small shipper by 
carrying his cargo at the same rate of freight as that applicable to the large 
merchant shipper. 


Liaison committee 

26. In order to maintain close liaison between the Government and the Con. 
tractors, and to facilitate the proper and expeditious consideration of matters 
arising from the administration of this Agreement, the Contractors shall appoint 
a Committee consisting of seven representatives of the South African Conference, 
and empowered to consult with the appropriate Union authorities. 


Provision for Annual Discussion. 

27. In order to ensure the smooth functioning of this Agreement, the Govern. 
ment undertakes to call a conference, at intervals of not more than twelye 
months, of representatives of the Government, the Board, the Contractors, and 
such other parties as may be mutually decided upon, in order to consider any 
matter arising from the operation of this Agreement, and which, in the view 
of any party to this Agreement, may usefully form the subject of mutual con- 
sultation. The Chairman of the South African Shipping Board shall preside at 
such conferences. 


Period of agreement ; 

28. This agreement shall commence on the First day of January, 1957, and 
shall, subject to the provisions of clauses 29 and 31, continue in force for a 
period of ten (10) years thereafter, that is to say, until the Thirty-first day of 
December, 1966, inclusive, and shall then terminate if the Government shall haye 
given to the Contractors at their offices in London, or the Contractors shall have 
given to the Government in Pretoria, twelve (12) calendar months’ previous 
notice in writing that this Agreement shall so terminate; but if neither the said 
Government nor the Contractors shall have given such notice this Agreement 
shall continue in force after the said period of ten (10) years until the expira- 
tion of twelve (12) calendar months’ notice in writing, such notice to be given 
on the Thirty-first day of December in any year by the said Government or the 
Contractors to the other of them. 

The Agreement signed between the Government and the Contractors on April 
4, 1945, with all subsequent amendments thereof, is hereby canceled as from 
December 31, 1956. 


Changed circumstances. 

29. The Government recognising that the Contractors have entered into this 
Agreement on the basis of the existing conditions of overseas transport to and 
from the Union, it is mutually agreed that during the period of ten (10) years 
provided in clause 28 either party shall have the right to submit to the other 
representations concerning any matter regarding which changed circumstances 
may have arisen with a view to adjustment by mutual agreement. In the event 
of either party finding itself unable to meet the desires of the other party to the 
full extent considered by the party making the representations to be vital to 
its interests, such latter party shall, notwithstanding the provisions of clause 28 
as to the ten (10) year period of this Agreement, have the right to give to the 
other written notice to terminate this Agreement at a date twelve (12) calendar 
months after the date of such written notice, and such termination shall not 
entitle either party to any special compensation. The provisions of this clause 
shall apply to any representations which may be submitted to the Contractors by 
the Government or to the Government by the Contractors in terms of clause 
9 
Suspension of obligations 

30. The Government agrees that the Contractors shall not be held liable for 
or be under any liability in respect of or for the consequence of force majeure 
within the meaning of this Agreement and that the Contractors shall without 
any claim on the part of the Government be entitled to suspend their obligations 
under this Agreement to the extent which may be rendered necessary by force 
majeure. 
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Powers to term inate agreement 


31. (a) The Government and the Contractors agree that in case of any sub- 
stantial breach of any of its provisions by either party, the other party shall 
have the power, by written notice to that effect, to terminate this Agreement 
forthwith, and such termination shall not give the defaulting party any claim 
to compensation. 

(b) If it is disputed that a breach of this Agreement has taken or is taking 
place, the matter shall be referred to arbitration in terms of clause 32. 


Arbitration 


32. If at any time during the continuance of this Agreement, or after the 
termination thereof, any dispute shall arise between the contracting parties 
hereto concerning any breach or alleged breach thereof, or the interpretation 
of any of the conditions or provisions herein contained, such dispute shall be 
referred to two arbitrators in the Union, one to be chosen by the Government 
and one by the Contractors. Before proceeding to the determination of any 
matter referred to them, the arbitrators shall nominate a person in the Union 
to be umpire in the event of any failure by the arbitrators to agree. The joint 
award of the arbitrators, or the separate award of the umpire when the arbi- 
trators cannot agree, shall be binding and conclusive upon all parties to this 
Agreement. 


Questions to be decided by South African law 


33. All questions arising under or in connection with this Agreement shall be 
determined under and in accordance with the law of the Union of South Africa. 


Approval of agreement 


34. This Agreement shall be subject to approval by the Parliament of the 
Union of South Africa and, if so approved, shall be binding on all parties hereto 
from and after the First day of January in the year One Thousand Nine 
Hundred and Fifty-seven. In the event of the said Parliament not approving 
of the Agreement before the Thirtieth day of June in the year One Thousand 
Nine Hundred and Fifty-six, it shall lapse. 

In witness whereof the parties hereto have hereunto set their hands on the 
Nineteenth day of August in the Year One thousand Nine hundred and Fifty-five. 


(Signed) A. J. R. vaAN RHIJN. 
J. A. E. GIBSON. 
J. S. BEVAN. 


DEPARTMENT OF STATE, 
Washington, July 30, 1959. 
Hon. HerBpert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

DeaR Mr Bonner: I refer again to your letter of June 17, 1959, requesting 
information relative to the regulation of steamship conferences by certain foreign 
governments, and to the Department’s acknowledgment of June 24, 1959. 

The Department has been informed by the American Embassy at Pretoria that 
there exists no specific statutory authority for the 1955 freight rate agreement 
between the Government of the Union of South Africa and the South African 
Conference. A photostatic copy of the agreement is enclosed for the committee’s 
information. Originally, the function of the Shipping Board was conceived as 
being purely advisory. South Africa’s Statute No. 20 of 1929, a copy of which 
is enclosed, provided for the establishment of the shipping board and empowered 
the board to investigate freight rates and to make recommendations to the 
Minister for Economic Affairs if the board believed freight rates to be exces- 
sively high, or otherwise prejudicial to Union exports. 

The 1955 agreement resulted from the conclusion on the part of the South 
African Government and the South African Conference that Government control 
of changes in ocean freight rates would benefit both the member lines and the 
Government. In a conversation with an Embassy officer, a representative of the 
Shipping Board stressed that the arrangements outlined in the 1955 agreement 
were entered into freely by the conference, and that no governmental authority 
required the conference to concur in the arrangement. It is possible for the 
agreement to be terminated by either party in accordance with the provisions 
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of paragraphs 28, 29, and 31. Upon such termination the Government would 
have no control over the rates charged by the South African Conference lines, 

Specific freight rates are established after negotiations between representa. 
tives of the Government and the conference. The agreement, which applies to 
cargoes both inbound to and outbound from South Africa, provides that the 
conference lines shall not increase agreed rates, or modify them materially 
within a 3-year period, unless Government approval of the proposed changes is 
obtained. Conversely, should the Government wish freight rates to be lowered, 
this cannot be brought about unless the conference concurs in the proposed 
changes. Thus, the agreement does not empower the Government to fix op 
change rates arbitrarily, but rather provides that rates cannot be changed with. 
out Government approval. By relinquishing their right to increase freight rates 
at will the conference members obtained preference in the handling of Govern- 
ment cargoes, perishables, mail, ete. In return, the Government is able to prevent 
sudden increases in freight rates which it believes would be detrimental to South 
African exporters. 

With respect to the question regarding regulation by the Union Government 
of freight rates between the United States and South Africa, the Department hag 
been informed that the Union Government plays no direct part in the determina- 
tion of such rates. It should be pointed out, however, that the South African 
Government has in the past imposed a “freight dumping duty” to offset a reduc. 
tion in freight rates in order to protect domestic industry. In 1958, for example, 
following a decrease n freight rates on kraft paper and board, a duty equivalent 
to the difference between the old and new rates was imposed. Such action 
tends to inhibit carriers from lowering freight rates precipitously, and in fact 
gives the Government a degree of control over changes in those rates. 

The Department understands that neither the United States nor any other 
affected nation has protested the action of the South African Goverment with 
regard to the 1955 freight rate agreement. This can be explained by the fact 
that the agreement does not fix rates in the usual sense, but rather prevents 
unilateral action on the part of the conference to alter mutually agreed freight 
rates. 

The Department has inquired of the Embassy at Tokyo concerning Japanese 
legislation patterned after the U.S. shipping acts. When such information is 
received it will be forwarded to you. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary. 


SuippInac Boarp Act, No. 20 or 1929 


Act to provide for the establishment of a Board to advise the Government 
on matters affecting ocean transport 


(Signed by the Governor-General in Afrikaans) 
(Assented to 23d March 1929) 


[Date of commencement—April 3, 1929.] 


1. Establishing of Shipping Board.—(1) There shall be established as from a 
date to be fixed by the Governor-General by proclamation in the Gazette, a 
Board to be known as the South African Shipping Board (hereinafter referred to 
as the Board). 

(2) The Board shall consist of six members to be appointed by the Governor- 
General. Three of such members shall be nominated by the Governor-General, 
who shall not be members of the Public Service or of the Railways and Harbours 
Services, and of the remaining three, one shall be nominated by the Association of 
Chamber of Commerce, one by the Federated Chamber of Industries, and one 
by the South African Agricultural Union: Provided, That no person who is in 
the employ of or holds any office or share or interest in any shipping company 
shall be nominated by any such body, and that in the event of any such body 
failing or refusing to make a nomination or nominating a disqualified person, 
the nomination of the member shall be made by the Governor-General. 

(3) The Governor-General shall designate one of the members as chairman, 
who shall have a deliberative vote, and in the event of an equality of votes, a 
casting vote. 
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(4) The Governor-General may appoint as additional members of the Board, 
put without voting powers, not more than three persons in the employ of the 
government or the Railways and Harbours Administration. 

(5) The chairman and other members of the Board shall be appointed for such 
periods and upon such conditions as the Governor-General may from time to time 
determine. 

2, Function and duty of Board.—lIt shall be the function and duty of the Board, 
subject to the provisions of this act and any regulations made thereunder, to 
investigate and report to the Minister upon any matters relating to ocean 
transport to, from, or between Union ports, including more particularly any 
question— 

(a) as to whether the rate of freight charged by any shipowner on any 
particular commodity exported from the Union is prejudicial to Union ex- 
porters as compared with their oversea competitors ; 

(b) as to whether the rate of freight charged by any shipowner on any 
particular commodity imported is unreasonably high having regard to the 
rate of freight for that particular commodity operating on other ocean routes; 

(c) as to failure on the part of a shipowner to give reasonable notice of 
changes in freight classifications or rates ; 

(d) as to the levying by any shipowner or differential freight or other 
charges as between one shipper and another in respect of the ocean convey- 
ance of goods to, from, or between Union ports ; 

(e) as to differential or unfair treatment by any shipowner of any shipper 
in respect of the allocation of space accommodation or any other matter. 

Such reports shall at the request of the Board and with the approval of the 
Minister be laid upon the table of both Houses of Parliament. 

8. Regulations as to meetings and powers of Board.—The Governor-General 
may make regulations not inconsistent with this act— 

(a) as to the manner in which the meetings of the Board shall be con- 
vened, when and where meetings shall be held, and the notice to be given 
convening such meetings ; 

(b) as to the quorum necessary to. constitute a meeting, the procedure 
at meetings, the manner in which minutes of meetings and other records 
shall be kept and the manner in which the results of the Board’s deliberations 
shall be conveyed to the Minister ; 

(c) as to the powers which shall be vested in the Board to enable it to 
obtain such information and to perform such acts as may be necessary for 
the determination of any matter under consideration or for the due and 
proper fulfillment of the duties and functions assigned to it ; 

(d) prescribing the information which shall be made or furnished by ship- 
owners trading to, from, or between Union ports and the time when and the 
manner in which such information shall be furnished ; 

(e) prescribing penalties which shall not exceed a fine of one hundred 
pounds for any contravention or failure to comply with any such regulation ; 

(f) generally for the better carrying out of the objects and purposes of 
this act. 

4. Interpretation of terms.—In this act— 

“Minister” means the Minister of Railways and Harbours or any Minister 
of State acting for him; 

“Union” includes the Mandated Territory of South West Africa; 

“Shipowner” means any person owning or for the time being having any 
control over or in respect of any ship engaged in the ocean transport of 
goods or passengers to, from or between any ports of the Union, or having 
the control or disposal of space on any such ship. 

5. Short title—This act may be cited as the Shipping Board Act, 1929. 


NATIONAL COUNCIL OF AMERICAN IMPORTERS. INC., 
New York, N.Y., August 19, 1959. 


Hon. Hersert C. BoNNER, 

Chairman, Special Subcommittee on Steamship Conferences, Committee on Mer- 
chant Marine and Fisheries, House of Representatives, Washington, D.C. 
Dear Str: On April 7, I testified before your subcommittee at the hearings 
held in New York City. My testimony begins at page 472 of part 2 of the record 

of those hearings. 
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During my appearance, I agreed to take a poll of our members who are import 
firms, to determine the extent to which such importers or their foreign Sup- 
pliers have contracts with steamship conferences. 

On June 9, we sent out a special questionnaire to 542 firms in our orgap. 
ization who are direct importers. These importers receive a great variety of 
materials and products from foreign suppliers located in countries all over the 
world. We are glad to say that we have received replies to our questionnaire 
from 337 import firms (an unusual return of over 62 percent), and enclose a tab. 
ulation for the record showing the results of these responses. 

It will be noted that 26 of these import firms bring their goods in from 
Canada or Mexico by rail or truck, or on chartered vessels or use air freight 
and, therefore, do not deal with the steamship conferences. 

Of the remainder, 168 import firms purchase on c. & f., c.if., or ex dock terms 
and; therefore, do not control the ocean freight, although in at least 52 cages 
their foreign shippers have conference contracts. 

The remaining 1438 replies indicate that the importers do control the ocean 
freighting arrangement, and that 72 of these have conference contracts, and 
71 do not make exclusive patronage contracts. 

We enclose a copy of the questionnaire that was used in our survey, and 
hope that the information may be of some use to your subcommittee. 

Sincerely yours, 
Harry S. RADCLIFFE, 
Executive Vice President. 


RESULTS OF QUESTIONNAIRE REGARDING CONTRACTS WITH STEAMSHIP CONFERENCE 


(a) Where U.S. importers control ocean freight (purchases on ex factory, 
f.a.s., or f.0.b. terms) : 


(7) Importers with conference contracts.....—.............--i2 Se 72 
(2) Importers with no conference contracts..............-..._.-____ val 
143 


(b) Where U.S. importers do not control ocean freight (purchases on c. & f., 
c.if., or ex dock terms) : 
(1) Foreign shippers with conference contracts___.__--------_-____-_. 52 
(2) Foreign shippers with no conference contracts____._---_-_-__-____ 30 
(3) U.S. importers do not know whether or not shippers have contracts. 86 


168 
(c) Where conference contracts are not involved: 
(1) U.S. importers who use chartered vessels....__......_-----_--_.. 8 
2) Us. aeporrers Who 886 Gir Treen... ok en eee 8 
(3) U.S. importers from Canada or Mexico by rail or truck__-------- 10 
26 
Total replies received to our questionnaire_____- toate gard aia =o aes eee 337 


QUESTIONNAIRE—DUAL RATE CONFERENCE SYSTEM 
The following questions relate to the regular arrangements your firm makes 
with steamship lines for the transportation of your imports into the United 
States from foreign sources. 
Just check the appropriate boxes below: 
(_] Our imports are received from Canada or Mexico exclusively by rail or truck, 


so we do not use ocean vessels for our shipments, or 
Part of our imports are received from Canada or Mexico by rail or truck. 


{_] Our imports are bulk materials shipped from foreign countries by chartered 
vessels, or 
Most of Part of our imports are on chartered vessels. 
"] Our imports are brought in by () tankers () cargo vessels owned or leased 


by our firm, or 
(J Part of our imports are brought in by vessels owned or leased by us. 
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7 We receive our foreign goods on terms of c. & f., c.i.f., or ex dock (named port 


of importation), and,.therefore, we do not control the freighting arrange- 
ments. 


If you do not control the freighting arrangements, and if you know: Do 
your foreign shippers enter into contract with steamship conferences? Yes. 
[] No. 

Comment: —. ; " 


[] We regularly enter into contract with steamship conferences for the trans- 


portation of all part of our imports. 


State number of steamship conferences with which you have contracts. 


[] We do not enter into contract with steamship conferences, but maintain our 


independence to use any available line for our imports 
Comment: 


Nore.—The following is merely to enable the National Council to check off 


replies to this questionnaire, as the name of the firm will not be disclosed in 
any way. 


Firm- 


The CHarRMAN. That will conclude the session this morning. 
(Whereupon, at 12:30 p.m., the hearing was adjourned.) 





